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Introduction 



This memorandum is designed to help practitioners in their consideration of 
the Land Commission Act. It is, in effect, an extended index to the Act. It 
indicates the broad principles which the levy follows, together with some notes 
on detailed points, and should enable practitioners to see which particular 
Sections, and which paragraphs of which Schedules, are relevant to any particular 
assessment upon which they are asked to advise. Any views about the law in the 
memorandum have, of course, no binding force; they merely indicate the 
Minister’s views upon the interpretation of the statute. 

This memorandum will be supplemented by practice notes issued by the Land 
Commission itself from time to time and should not be considered, therefore, 
a comprehensive guide to the Act in itself. 

Although the Land Commission Act contains 4 Parts and 17 Schedules this 
memorandum deals only with Part III and Schedules 4 to 13 which contain all 
the provisions relating to betterment levy. Part I of the Act, which deals with the 
setting up of the Commission, and Part II which deals with the Commission’s 
powers to acquire, manage and dispose of land and Part IV which contains 
miscellaneous provisions, most of which are not relevant for this purpose, are 
not dealt with. Section 99, however, contains definitions which are required for 
all parts of the Act. 

The memorandum consists of three parts. Part I is designed to give the 
reader some idea of the structure of Part III of the Act and to see broadly how 
the Schedules relate to one another and to the main provisions of Part III of 
the Act. Part II is a more detailed note, which explains the general principles 
underlying the operation of the betterment levy with some explanation of the 
formula for assessment in each Case and a broad description of the factors 
which go into the making up of the formula. This part also contains some 
examples of the working of the levy in each Case and once these have been 
worked through the reader should find it easy to grasp the general structure of 
the scheme of levy. 

Part III of the memorandum consists of detailed notes on certain specific 
points arising from the levy provisions, including a list of the major types of 
development which are not “material development” for the purposes of the Act. 
.This section also explains why the development is not material development — 
i.e. whether because it is development for which planning permission is granted, 
by general development order, or is development covered by the relevant 
paragraphs of Schedule III of the Town and Country Planning Act 1962, or 
is development excluded from the meaning of material development by means 
of Regulations under Section 99(2)(c) of the Act. 

There is also a list of the regional offices of the Commission. They will be 
glad to help practitioners and members of the public in any problems they 
may have about the assessment of betterment levy. 

Where a professional adviser is employed on behalf of a person liable to 
levy, his reasonable fees for valuations involved (for which it is intended that 
a scale should be agreed with the profession) will under Schedule 6 be deducted 
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from the consideration, market value or compensation, as the case may be, 
in the course of assessment. 

Any negotiations about valuations in cases notified to the Commission will 
be carried out by the District Valuer, who will be acting as the Commission’s 
adviser. The addresses of District Valuers will be well known to professional 
advisers. 

This memorandum is designed for England and Wales. The Act, of course, 
applies to Scotland as well and contains appropriate adaptations and inter- 
pretations to fit it to the differences of law and practice there. For simplicity 
and convenience a separate memorandum corresponding to this one has been 
prepared for Scotland. 
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I. Structure of the Levy Provisions of the Act 

PART III OF THE ACT 

Before considering the detailed workings of the betterment levy, it may be 
helpful to set out the broad structure of Part III (Sections 27 to 85) of the Act 
and its associated Schedules (Schedules 4 to 13). An appreciation of this structure 
is necessary to enable the reader to discover where in the Act any point which 
he wishes to consider is dealt with. 

Section 27 provides that a liability to levy shall arise when development 
value is realized after the 6th of April 1967. It then sets out the 6 Cases— A to F 
— when development value is taken to be realized (“the chargeable acts or 
events”). Section 28 provides that the rate at which the levy is to be charged 
is to be prescribed by the Ministers with the consent of the Treasury and sub- 
ject to confirmatory resolution of the House of Commons. 

Sections 29 to 35 deal seriatim with each of the Cases and set out the basic 
formula for the calculation of betterment levy in each Case. Section 36 then 
sets out who is the person, or the persons, liable to pay levy in each of the Cases. 
Sections 37 to 42 deal with the notification to the Commission of the chargeable 
acts or events and Section 43 with the power of the Commission to require 
further documents and information. Sections 44 to 49 deal with the procedure 
for the assessment of levy and the rights of appeal, Sections 50 to 53 with its 
payment, and Sections 54 to 55 with provisions for relief from assessment and 
further assessment. Sections 56 to 63 deal with exemptions from levy. Sections 64 
to 68 deal with the meaning of the phrase “project of material development”, 
what is comprised within it, what effect a variation of it has, and how projects 
begun before the appointed day and in contravention of the notification pro- 
visions are to be dealt with. Sections 69 to 71 deal with relief in respect of estate 
duty, and transitionally with capital gains tax and corporation tax, and Sections 
72 to 78 deal with various special cases. Section 79 deals with exchanges of 
interests in land, Sections 80 to 82 with offences. Section 83 with the avoidance 
of certain contractual provisions. Section 84 with contributions in lieu of levy 
by the Postmaster General and Section 85 is the general interpretation clause for 
Part III (but interpretation is also found in Section 99 and the Town and Country 
Planning Act 1962 which is applied). 



THE SCHEDULES 

Schedule 4 contains the general provisions for ascertaining the factors set 
out in the formulae in Sections 29 to 35 for the assessment of levy in each Case. 
Paragraphs 1 to 5 deal with finding market value and base value in Case A. 
Paragraphs 6 to 15 deal with Case B and define the amount of the consideration 
for the disposition and the “current use” base value realized. Paragraphs 16 to 
34 deal with market value and “current use” value in Case C. Paragraphs 35 to 
40 deal with the three factors — the amount of compensation or consideration, 
the “current use” base value, and the restricted value after depreciation or 
disposition which are relevant to Cases D and E. Paragraphs 41 to 51 deal with 
the expenditure on improvements and ancillary rights which Sections 29 to 35 
permit to be taken into account in every Case before the amount on which levy 
is assessed is reached. 
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Schedule 5 describes the alternative basis of calculating base value which 
may be used for an assessment of levy in any of the Cases. This is the base 
value derived from a previous transaction. Paragraphs 1 to 17 of the Schedule 
set out in detail how such a base value may be claimed in certain circumstances 
when there has been a previous transaction. Paragraphs 18 to 21 deal with the 
particular case where at the start of the development under Case C there has not 
been a transaction but only a contract. Paragraphs 22 to 29 deal with “related 
tenancies”, i.e. tenancies which have been acquired and merged with the interest 
chargeable to levy and for which, when levy becomes liable to be paid in respect 
of that interest, an adjustment should be made to take into account development 
value which has been paid for in acquiring the interest which has disappeared 
as a result of the merger. The remaining paragraphs of the Schedule deal with 
supplementary matters. 

Schedule 6 defines certain terms and deals with other matters which are 
common to both Schedules 4 and 5. Paragraphs 1 to 3 describe precisely how 
the consideration for any disposition is to be found. Paragraphs 4 and 5 describe 
how value is to be calculated and paragraphs 6 to 11 deal with calculation of 
current use value and of the amount of depreciation to the current use value 
of other land. Paragraph 12 contains general provisions relating to tenancies 
and reversions and paragraphs 13 to 15 deal with apportionments. Paragraphs 
16 to 18 deal with miscellaneous matters common to Schedules 4 and 5. 
Paragraph 19 provides for allowance to be made for costs of valuation or 
apportionment. 

Schedule 7 describes how an allowance is to be calculated in order to take 
account of the fact that estate duty may have been paid on development value 
which is now subject to levy. This allowance is made only where the death 
took place within 6 years before the chargeable act or event and is made by 
way of deduction from the amount on which levy is calculated, not the amount 
of levy itself. 

Schedule 8 is transitional. While the Act does not deal with interaction of 
levy and tax generally (this will be dealt with in the Finance Bill 1967) it has 
to make provision for certain cases where capital gains tax paid before the 
6th of April 1967 may lead to unfairness on the first assessment to levy after 
6th April 1967. Schedule 8 provides in these cases for an appropriate deduction 
to be made from the principal amount of levy payable in these cases. 

Schedule 9 modifies Part 111 of the Act to deal with circumstances where 
land is being bought compulsorily or under the shadow of compulsion. 

Schedule 10, which in effect deals only with assessment procedure, adjusts 
that procedure when the Commission acquire land themselves. 

Schedule 11 deals with “Credits”, i.e. circumstances where the development 
value which has been paid for is greater than the amount on which levy would 
otherwise be assessed and needs therefore to be carried forward to the next 
chargeable act or event. This can happen in four cases which are fully described 
in the Schedule. 

Schedule 12 contains special adaptations to the procedures for assessment 
and payment of levy where death or insolvency has occurred and Schedule 13 
makes special provision for dealing with transactions between groups of com- 
panies and for dealing with possible evasions of levy by connected persons and 
beneficiaries under certain trusts. 

It should be noted that the Act is built upon the foundation of planning 
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legislation and must be construed within the context of that legislation. Section 
99(8) of the Act applies the interpretation provisions of the Town and Country 
Planning Act 1962. This means that many of the terms used in the Act, such 
as “tenancy”, “development”, and “planning permission” are taken from 
the 1962 Act and are used in the sense in which they are defined in that Act. 
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II . General Note on Betterment Levy 

GENERAL PRINCIPLES 

1. Three principles underlie the levy and are followed as far as practicable: — 

(а) it is to be charged only on development value and not on increases in 
what the Act calls “current use value” ; 

(б) development value, once paid for, is not chargeable again; 

(c) unlike the development charge imposed by the Town and Country 
Planning Act 1947, levy is payable by the person who actually realizes 
the development value, normally in transactions but occasionally at the 
point of development, at the time he realizes it. 

2. The following persons, bodies and organizations are exempt from better- 
ment levy in appropriate circumstances (see Sections 56 to 59 of the Act): — 

Local Authorities 

New Town Development Corporations 
The Commission for the New Towns 
The Housing Corporation 

Housing Societies (as defined in Section 1(7) of the Housing Act 1964) 

The United Kingdom Atomic Energy Authority 

Charities 

Statutory Undertakers 
The National Coal Board 
Housing Associations 

3. In addition there are further provisions for exemption in Sections 60 to 63 
of the Act. 

REALIZATION OF DEVELOPMENT VALUE 

4. The expression “development value” is not defined directly in the Act ; it is, 
however, any additional element of value which is realized from land over 
and above the value for its current use and which is attributable to the possibili- 
ties of putting the land, or some other land, to another and more profitable use. 
More precisely it may be defined as the additional value derived from, or from 
the prospect of, the right to carry out “material development”. 

5. Development value will most frequently be realized on the sale of an interest 
in land but it can also occur on the grant of a tenancy, on the carrying out of 
development, and in a number of other ways. The intention is that the levy will 
operate as consistently as possible on all realizations of development value so 
as to leave the landowner in broadly the same financial position whether, for 
example, he sells his land privately, or sells it compulsorily, or under threat of 
compulsion, to a local authority or to the Land Commission, or he develops 
it himself. 



CHARGEABLE ACTS OR EVENTS 

6. The occasions on which development value is taken to be realized for the 
purposes of Part III of the Act are described in Section 27 as “chargeable acts 
or events” and are set out in the table which is incorporated in that section. 
They comprise 5 Cases lettered A to E which are dealt with in detail in the Act 
and a sixth Case F which is outlined in the Act and more precisely defined in 
regulations. 
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The Cases (all relating to acts or events occurring on or after the 6th April 
1967) are as follows: — 

Case A — conveyance on sale of the fee simple; an assignment on sale of a 
tenancy granted, renewed or extended for a term of years certain 
of not less than 7 years; an assignment notified to the Commission 
being an assignment on sale of a tenancy granted, renewed or 
extended for a term of years certain of less than 7 years (see Section 
29) 

Case B — grant of tenancy for not less than 7 years; grant of a tenancy for 
less than 7 years which is notified to the Commission (see 
Section 30) 

Case C — the start of a project of material development (see Sections 31 
and 32) 

Case D — the receipt of compensation in certain cases of planning restrictions 
under Part VH of the Town and Country Planning Act 1962 (see 
Section 33) 

Case E — a disposition which (not forming part of a transaction covered by 
Case A or Case B) is made for valuable consideration and is the 
grant of an easement or the release or modification of an easement 
or restrictive right and is notified to the Commission (see 
Section 34). 

Case F — the renewal, or extension of a tenancy ; the variation of a tenancy 
so as to release or modify any covenant restricting development; 
certain miscellaneous rights to compensation such as those paid 
for the right to place mains, pipes, cables, wires, etc. (whether 
voluntarily or by compulsion) over land for valuable consideration ; 
in all cases only when notified to the Commission. 

7. Notification to the Land Commission in Cases A and B will normally be 
effected by the submission to the Stamp Office of “Particulars Delivered” under 
the Finance Act 1931 by the grantee or his representative and arrangements 
will be made for the transmission of the document to the Commission. In any 
case where “Particulars Delivered” are not submitted within 30 days to the 
Stamp Office, notification should be made direct to the Commission on forms 
obtainable from any regional office of the Commission (addresses, pages 51-2). 
In addition a grantee may notify the Commission direct of transactions which 
are not compulsorily notifiable, e.g. in respect of leases originally granted for 
less than 7 years (on Form B.L.l). For Case C the developer must notify the 
Commission before beginning the development in accordance with Sections 
38 and 39 (Form B.L.2). The compensating authority will notify the Commission 
of the cases in which they pay compensation which may give rise to Case D. 
Notification in Case E is voluntary on the part of the grantee and should be 
made on Form B.L.4 if it is wished to make it. Notification in Case F is also 
voluntary. For dispositions which are voluntarily notifiable there is no 
advantage to the grantee in notification unless he has paid for development 
value in acquiring an interest in land and will therefore wish on a subsequent 
chargeable act or event to be able to use the consideration that he gave for the 
interest as a base value under Schedule 5 (see paragraph 23) or as an allowance 
for ancillary rights under Schedule 4, Part V. Where, in Case F, an authority or 
body take rights they will be invited to notify only where they have paid for 
development value. 
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8. The five cases A to E fall into two broad classes : — 

(i) Cases A to C to which the standard formula for computation of levy 
applies, 

(ii) Cases D and E to which the depreciation formula for computation of 
levy applies. 

9. The first of these formulae will apply also to variations, extensions, etc., 
of tenancies under Case F, the second to the grant of rights under Case F ; 
in both circumstances with suitable adaptations and modifications. A combina- 
tion of the two formulae may be necessary in cases where acquisition has taken 
place under, or under the threat of, compulsory powers. This latter aspect is 
dealt with by the provisions of Schedule 9. 

LEVY 

10 . The application of levy to the several chargeable acts or events is dealt 
with almost entirely in Sections 27 to 35 which must be read with Schedules 
4 to 6 (and also in some circumstances with Schedules 7, 8, 11 and 13). It is 
necessary to look beyond these, however, to Sections 72 and 73, read with 
Schedule 9, for the adaptation of Case A to the circumstances of acquisitions 
by the generality of authorities armed with compulsory powers and with 
Schedule 10 to acquisitions by the Land Commission. 

11 . Levy on a transaction will be assessed on the actual price paid, i.e. on the 
money or money’s worth given for the land. The Commission will not generally 
be concerned to question whether the price fully represents the market value. 
Moreover a disposition by way of gift or inheritance is disregarded for the 
purposes of levy. In these respects the levy differs from capital gains tax, which 
in order to prevent evasion applies to any disposition and may be assessed by 
reference to the market value if it appears that the price paid is less than the 
market value. In the case of levy, the problem is dealt with in a different way. 
If levy on a sale after the first appointed day has been avoided by the payment 
of a sum less than the full market value of the land, the position is remedied 
when levy is taken on the subsequent development of that land on an assessment 
made by reference to a valuation at the full market value because allowance is 
given in the base value only for the debased price previously paid. There are 
no allowances made in levy cases for any losses incurred, except in respect of 
“credits carried forward” under Schedule 11. 

CURRENT USE VALUE 

12 . The current use value of an interest in land is the value of that interest 
calculated on the assumption that planning permission would be granted for 
any development which is not “material development” (see below) but would 
not be granted for “material development” (for exceptions to this rule see 
regulations made under Schedule 6, paragraph 11). It exceeds existing use value 
under the Planning Acts in two respects : — 

(i) the range of development which is not “material development” is wider 
than the development described in the Third Schedule to the 1947 Act 
as falling within “existing use”; 

(ii) it is intended that the current use value should include the amount of 
any “unexpended balance of established development value which 
remains attached to the land under the provisions of the Planning Acts. 
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13. No specific provision is made in the Land Commission Act in respect of 
unexpended balances because a purchaser of land which is restricted to its current 
use could be expected to pay for the right to realize the unexpended balance on 
a refusal of permission for material development. The full amount of any un- 
expended balance will therefore automatically be reflected in current use value. 



MATERIAL DEVELOPMENT 

14. Material development is defined in Section 99(2) by way of exclusions 
■ rom the definition of development in Section 12 of the Town and Country 
Planning Act 1962; the 1962 definition of development being brought in by 
t..e incorporation in Section 99(5) of the interpretation section of that Act. 
It therefore means broadly the carrying out of building, engineering, mining or 
other operations in, on, over or under the land, or the making of any material 
change in the use of any buildings or other land except: — 

(a) development permitted under a general development order made under 
... * he [ own and Country Planning Act 1962 (see Section 99(2)(a)); 

W) development (with the exception of agricultural development) covered 

r ,nL T r lr<i ScheduIe t0 tlle 1962 Act read with Section 1(4) of the Act 
of 1963 (see Section 99(2)(b)); 

(c) development of any class prescribed in regulations (see Section 99(2)(c)). 

on which hi™*' t! f effeCt 0f these provisions is t0 ensur e that development 
ld r™Ll p^ n r ss f^ t0 pay development charge under the Town 
part of this'mi nS a ACt - 19 ? 7 wfll n0t be material development. The third 
Lch are LT materi^T T * ° f the major ty Pes of development 
from deve opmen t and explains whether they are excluded 

irom the definition of development by (a), (6) or (c) above. 

ic n,- t , ™ E stan DARD FORMULA 
applies JithS v^ s °to“- S SimPleSt f0nn " eXempUfied “ Case A beIow = 
CaseA-which covers ^tnght dispositions of existing interests in land 
Case B-K f fr ® ehoId and assignments of tenancies); 

Case B-which covers the creation of new interests (tenancies and sub- 
Case r * v t out of existing interests in land); and 
cS n^°° VerS * he Start of mat erial development of land- 
Case F-m so far as it covers the variations of tenancies. 

17 tu f , , CASE a 

as ‘follows CaS£ A iS referred t0 in “clion 29(4) of the Act and is 



Market value of relevant interest 
Less base value thereof 

" an “rights 6 ^* 1116 ° n impr0 " aDd 



M 

B 



M - B 



IS. 



Net development value (on which levy is charged) 
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19 . Base value (B). B may be the greater of two alternatives. The first version 
— referred to as the Schedule 4 base value — derives from the current use value 
of the interest in question. This version of base value is the sum of two elements : 

(i) the current use value of the relevant interest in the relevant land (which 
as explained in paragraph 13 will automatically include the amount of 
any available unexpended balance of established development value) 
multiplied by eleven-tenths; 

(ii) any depreciation to the current use value of other land held with the 
relevant land by the grantor. 

20. The addition of one-tenth to current use value is made as a form of 
de minimis provision and in order to increase the incentive to redevelop 
obsolescent buildings, because the margin of profit on redevelopment is usually 
much lower than for the development of bare land. It will have little effect on 
the amount of levy when agricultural land is sold or used for development, as 
the current use value of such land is low compared with its market value, but 
it will leave substantially more money in the hands of the owner of a property 
with a high current use value, such as an existing building, which he sells or 
uses for redevelopment. 

21 . The allowance for depreciation under (ii) above is made to ensure that an 
owner is not charged levy on the amount of development value necessary to 
offset the loss which he had to suffer in the current use value of other land 
as a consequence of the disposition. 

22 . Schedule 4 base value, in relation to Case A, is dealt with in Schedule 4, 
Part I, paragraphs 2 to 5, and Schedule 6, paragraphs 6 to 11. 

23. The second version of base value — referred to as the Schedule 5 base value 
— is derived from the price which an owner has paid for his land. It is necessary 
to give him this alternative, because that price may have included a sum 
representing development value as well as a sum representing current use value; 
and in accordance with the second of the principles underlying levy referred to 
in paragraph 1 above no levy should be chargeable on such development value 
as has already been paid for. Schedule 5 base value, which is described in 
Schedule 5, will, however, subject to certain exceptions, only be available if the 
owner or a predecessor in title bought his interest for valuable consideration 
either: — 

(a) on or after the 1st of July 1948 (which was the appointed day under the 
Town and Country Planning Act of 1947) and on or before the 22nd of 
September 1965 (the date of publication of the Land Commission White 
Paper) both dates inclusive. This period is referred to as “the antecedent 
period”; or 

( b ) on or after the 6th of April 1967, the first appointed day under the Land 
Commission Act which is the day when the levy will come into operation, 
provided that the transaction has been properly notified to the Commission. 

24 . A Schedule 5 base will not normally be available if the land had been 
bought between the 22nd of September 1965 and the 6th of April 1967 (the 
interim period) because this would have made it too easy for fictitious trans- 
actions to be entered into for the purpose of avoiding levy by establishing an 
artificially high base. There are, however, exceptions to this rule. These relate : — 

(1) to purchases at any time during the interim period of land which would 
have been exempt from levy if it had been sold on or after the 6th of 
April 1967 (e.g. functional land of charities); and 
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(2) to purchases by builders and developers of residential property during 
part of that period (the 1st of August 1966 to the 6th of April 1967) 
provided they start building within six months of the 6th of April 1967. 
Details of these arrangements are in Schedule 5, paragraphs 10 and 11. 

25. The amount of the Schedule 5 base value will be the consideration for the 
last relevant disposition subject to adjustment (where it falls within paragraph 
23 (A) above) for changes in current use value. 

26. This adjustment is provided for in Schedule 5, paragraph 9. It ensures that 
the base value which is free from levy includes : — 

(1) the current use value of the land at the date of the chargeable act or 
event; and 

(2) so much of the price paid on the last relevant disposition as represented 
development value at the time of that disposition. 

The adjustment provision is, however, made only where the last relevant dis- 
position occurred on or after the 6th of April 1967 and was a chargeable act 
or event which was notified to the Commission because only then will a record 
be available of the current use value at that time. The adjustments are omitted 
where the last relevant disposition occurred earlier because of the practical 
difficulties of making retrospective valuations on a current use basis in the 
absence of adequate records of the physical circumstances at the time of the 
last relevant disposition. 

27. Related tenancies. In order further to comply with the second principle 
underlying the levy it will be necessary to give to the chargeable owner the benefit 
of the cost to him of any development value which he has paid for during the 
antecedent period or on or after the 6th of April 1967 in respect of a tenancy 
which has been granted or assigned to him and which became merged into the 
chargeable interest before the relevant date for assessment of levy. This is done 
by means of an addition to the base value whether it be under Schedule 4 or 
Schedule 5; just as a normal Schedule 5 base value ensures that allowance is 
made for development value paid for in the last relevant disposition of the 
chargeable interest, the related tenancy provisions ensure that allowance is 
made for development value paid for in acquiring the interest that has been 
charged. The necessary provisions are to be found in Part III of Schedule 5. 

28. A simple example is that of the freehold reversioner who takes an assign- 
ment of his tenant’s interest for valuable consideration and thus becomes the 
owner of the fee simple in possession. The assigned tenancy merges into the 
freehold and is to be treated as a “related tenancy”. 

29. When such a transaction takes place after the first appointed day that part 
of the consideration for the assigned interest which is attributable to develop- 
ment value in that interest is to be added to and become part of base value. 
If the transaction took place during the antecedent period the whole of the 
consideration is to be added to the base value, a procedure which is favourable 
to the chargeable owner and which avoids the necessity of finding the current 
use value of the assigned interest at some date between the 1st of July 1948 
and the 22nd of September 1965. 

30. Expenditure on improvements and ancillary rights (I). Again in accordance 
with the second principle that development value once paid for is not chargeable, 
it is necessary, whichever base value is taken, to make allowances to the owner 
under this heading. This is dealt with in Part V of Schedule 4, which allows 
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the owner the capital cost he has actually incurred since his purchase of the 
land, provided it is expenditure on works, such as the provision of services, 
which have increased the market value of the land, and was expenditure 
incurred after the 1st of July 1948 and before the date for assessment of levy. 
Payments for the grant of easements or for the extinguishment or modification 
of easements or restrictive rights are similarly allowable except when they are 
incurred between the 29th of December 1965 (the date the Bill was published) 
and the 6th of April 1967. 

31. Expenditure on improvements and ancillary rights may increase current 
use value as well as development value. For example the construction of an 
access to a house may improve its value as a house as well as its value for 
redevelopment as offices. To this extent the expenditure is normally reflected in 
base value which is arrived at directly from current use value (Schedule 4) or, 
indirectly, from the price paid in a disposition since the 6th of April 1967, 
adjusted to allow for any subsequent change in current use value (Schedule 5). 
To prevent a double allowance the increase in current use value due to this 
expenditure must therefore be deducted from the total amount spent on 
improvements so as to limit the allowance to so much as increased the develop- 
ment value of the relevant interest. Conversely if the works decrease current 
use value, for example where the construction of a builder’s road destroys 
or reduces the agricultural value of land, the amount of a decrease must be 
added to the allowable expenditure. A particular example of this is the 
demolition of a building where this occurs apart from a project of redevelopment. 
Demolition can constitute a work of improvement and the costs are allowable 
together with the current use value of the building destroyed. However, such 
an adjustment to the expenditure is not made where base value is derived from 
a previous disposition in the antecedent period. 

32. The following examples show how levy under Case A operates. 



R has owned 30 acres of agricultural land since 1920. In 1968 he obtained planning 
permission to use the land for residential purposes. He also paid £2,100 for the removal 
of a restrictive covenant. 

Later in 1968 he improved the land by surface drainage works at a cost of £3,000. 
He also spent £400 on repairing agricultural fences. 

In 1969 when the agricultural value of the land was £250 per acre R sold 10 acres of 
it to P for £65,000. If the expenditure on the drainage had not been incurred, the 
market value of the land would have been considerably less than the sale price and its 
agricultural value would have been 10% lower. 

The sale of the 10 acres depreciates the agricultural value of the remaining 20 acres 
to the extent of £20 per acre. What is the amount chargeable to levy (i.e. the net 
development value) ? 



Example 1 



Assessment in Case A 



Market value. The sale price 
Schedule 4 base value 



£ 



£ 

65,000 



(i) current use value — as agricultural land 



10 acres at £250 per acre . . 

Add 



2,500 

250 



2,750 
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£ 

Brought forward 2,750 

(ii) depreciation in agricultural value of adjoining 20 acres 

at £20 per acre 400 

Base value ,.. .. 3,150 



£ 

65,000 



3,150 



61,850 

Expenditure incurred on improvements, ancillary rights etc. 

The £400 for repair of fencing is not accountable (Schedule 4 
paragraph 45(a)) and is therefore disregarded. 

Of the £3,000 spent on drainage the allowable amount attribu- 
table to the land sold is, say, J (Schedule 4 paragraph 47) . . 1,000 

Of the £2,100 paid for the release of the restrictive covenant 4 
is allowable as it improves the market value of the relevant land 
(Schedule 4 paragraph 47 and assuming the benefit to be spread 
evenly over the whole of the land) 700 



1,700 



Deduct adjustment for effect on current use value (See Note) . . 250 

Amount of allowable expenditure 



1,450 



1,450 



60,400 



£ 

2,500 



2,250 



250 



Net development value 

Note 

The adjustment for the effect on current use value is obtained as follows : 

Current use value after expenditure 
Current use value if expenditure had not been so incurred: 

10 acres at £225 per acre 

Amount of excess (to be deducted) 

Example 2. 

In 1960 P takes an assignment of a lease of residential premises. The lease has 93 
years to run at a rent of a £100 per annum. P pays £18,000 for the assignment. Part of 
to property was vacant and the remainder was sub-let to Q on a 21 -year lease expiring 

-! , sun ?° der Q of the remainder of his sub-lease and pays 

£i 600 for it, the whole of the premises thus coming into his possession 
In 1970 when the lease has 83 years unexpired, the premises having value for prospec- 
hve commercial development, P assigns his interest to T for £30,000. The value for 
residential purposes is then £1,000 per annum net. 

What is the amount chargeable to levy (i.e. the net development value)? 

Assessment in Case A 

£ 

Market value is the price received on assignment to T 
Schedule 4 base value 
Current use value of P’s interest 

Residential value (per annum) 1 000 

Less ground rent on lease ' ’ ’ ’jqq 



£ £ 
30,000 



900 
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Brought forward . . 



£ 

900 



£ 

30,000 



Capital value of £900 p.a., say 

Add 


15,000 

1,500 




There is no depreciation to “other land” (Schedule 4, 
paragraph 4) to be added . . 


16,500 




Normal base value therefore 

Adjust for “related tenancy” 

Amount paid (see note 1) 


16,500 

1,600 




Adjusted Schedule 4 base value 


18,100 




Schedule 5 base value 

The last relevant disposition of P’s interest was his 
purchase of the lease in 1960 (see note 2) 

Add for related tenancy as before 


18,000 
1,600 ■ 




Schedule 5 base value 

As Schedule 5 base value is more advantageous to the 
levy payer it is adopted 


19,600 


19,600 


There is no expenditure incurred on improvements etc. 




10,400 


Net development value 




10,400 



Note 1 

Had the related tenancy been purchased by A between the 22nd of September 1965 
and the 6th of April 1967, it would not have been allowable as an addition to the base 
value (Schedule 5 paragraph 23) and had it been purchased after the 6th of April 1967 
that purchase would itself have constituted an occasion for levy under case A, the 
current use value of the tenancy at that date would have been ascertained and only that 
part of the £1,600 which exceeded the previous current use value, would have been 
admissible as an addition in the above assessment. 



Had the purchase of the head lease taken place between 22nd September 1965 and 
the 6th of April 1967, it would not have been admissible as a relevant disposition for 
arriving at a Schedule 5 base value (Schedule 5 paragraph 3). If the purchase had taken 
place after the 6th of April then it would itself have constituted a chargeable event under 
Case A, and the then current use value would have been ascertained and recorded. 
It would thus have been possible to adjust the consideration used for Schedule 5 base 
value above for difference between current use value as at the relevant date and what 
it was when ascertained at the date of the relevant disposition (Schedule 5 paragraph 9). 

CASE B 

33. The standard formula, as modified for Case B, is stated in Section 30(4) 
as : — 

Amount of consideration for the disposition C 

Less base value realized by the disposition B 

C-B 
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Less expenditure on improvements, etc., insofar as 
it has increased the development value realized 
by the disposition I 

Net development value realized by the disposition C — B — I 

Whereas in a disposition under Case A the whole of the interest of the chargeable 
owner is transferred, in Case B, on the grant of a tenancy, part only of the 
interest is transferred and the chargeable owner retains a reversionary interest. 
The factors used for the assessment of levy in Case A therefore need to be 
modified to relate only to the portion of the lessor’s interest that is transferred. 
Accordingly, instead of the market value of the interest we have the “amount 
of consideration for the disposition” obtained by the landlord (Schedule 4, 
Part II, paragraphs 7 to 9). And instead of the base value and expenditure on 
improvements relating to the interest, we have the “base value realized by the 
disposition” (Schedule 4, Part II, paragraphs 10 to 15, or alternatively Schedule 
5, paragraphs 13 to 17) and “expenditure on improvements or ancillary rights 
insofar as it has increased the development value realized by the disposition” 
(Schedule 4, Part V, paragraph 51). 

34. Amount of consideration for the disposition. This is derived directly from 
an examination of the price paid for the tenancy (including a capitalization 
of the rent) in accordance with Schedule 4, paragraphs 7 to 9. The right to 
receive the rent is accordingly capitalized as though it were a terminable interest 
with no reversion. 

35. Base value and related tenancies. It is not, however, practicable to use the 
same direct approach in determining the base value and related tenancies. 
This is because the Schedule 5 version of base value and the expenditure on 
improvements unavoidably relate to the whole of the interest of the lessor out 
of which the tenancy has been granted (referred to as the “chargeable interest”), 
and because there are valuation difficulties in finding directly the Schedule 4 
base value corresponding to the consideration for the tenancy alone. The Act 
therefore provides for the derivation of the required values from the figures 
relating to the whole of the chargeable interest by a method of apportionment 
described below. 

36. If the consideration for the tenancy is denoted by T, and the present 
market value of the right to the reversion at the end of the tenancy (on the 
assumption that the land is then in the same state and with the same prospects 
of development as before the grant of the tenancy) is denoted by R, then the 

fraction T R represents the proportion of the chargeable interest which is 

attributable to the tenancy. (It should be borne in mind that the chargeable 
interest may not be a freehold, in which case the reversion would be to the 
balance of a superior lease.) 

37. The Act accordingly provides (Schedule 4, paragraph 1 1) for the ascertain- 
ment of the current use value of the chargeable interest. The fraction T 

of this amount is then taken to be the part attributable to the tenancy, or “the 
current use value realized by the disposition” (paragraphs 12 and 13) 

38. Similarly, in arriving at the Schedule 5 version of base value, the same 

fraction T _j_ R is used to apportion the consideration paid by the chargeable 
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owner for his interest on the last relevant disposition (paragraphs 13 to 17). It is 
again used in Schedule 5, paragraphs 27 and 28, which adapt the provisions for 
related tenancies to the special circumstances of Case B. As in Case A an 
addition may be made for a related tenancy whether the base value is under 
Schedule 4 or Schedule 5. 

T 

39. Expenditure on improvements and ancillary rights. The fraction r 

is used once more in respect of allowance for expenditure on improvements, 
etc. (Schedule 4, Part V, paragraph 51) to find the portion of the total expendi- 
ture incurred which is appropriate to the tenancy the grant of which gave 
rise to the Case B assessment for levy. 

40. The following example relates to levy under Case B. 

Example 3. 

In 1957 P purchased 20 acres of land on the outskirts of a seaside resort not far from 
the seashore. He paid £7,000 for the land which was used for agricultural purposes. 
The land is reserved on the development plan for residential development from 1980 
onwards. In 1968 P obtained planning permission for a period of 12 years and a licence 
to use the land as a caravan park and he then expended £2,000 on improving the 
approach road which formed part of the 20 acres. The expenditure added to the rental 
value of the land for use as a caravan park but had no effect upon its agricultural 
value. Later in 1968 he leased the land to R for use as a caravan park, R -undertaking 
to carry out all necessary site works paying a premium of £4,000 and an annual rental 
of £5,000 for a lease of 12 years. 

At the time of the lease to R the agricultural value of the land was £300 per acre. 
The market value which the land could be expected to realize at the end of the tenancy 
can be expected to be £8,000 per acre in its present physical condition. 

What is the amount chargeable for levy (i.e. the net development value) ? 



Assessment in Case B 



£ 



£ 



Amount of consideration for the disposition 

Annual rental 

Capitalized value of rent of £5,000 for 12 years, say . . 
Add premium paid 



5,000 



34,000 

4,000 



Amount of consideration (T) 

Schedule 4 base value 

Current use value of the chargeable interest 
20 acres at £300 per acre 



38,000 



6,000 



Reversionary value of the chargeable interest (R) 
20 acres at £8,000 per acre in 1980 
Present value say 



160,000 

64,000 



Current use value realized by the disposition 



This is £6,000 X ^ ^ ^ 




2,235 

223 



2,458 
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£ 

Brought forward 2,458 

There is no depreciation to other land held with the relevant 
land 



Schedule 4 base value . . 



Schedule 5 base value 

The consideration for the last relevant disposition was £7,000 
and as the disposition was in the antecedent period it requires 
only to be apportioned to the term by means of the fraction 

TTR fa: - 



£7,000 x 



38,000 

38,000 -f- 64,000 ~ 



The Schedule 5 base value is the more favourable to the land- 
owner and should therefore be adopted 



2,458 



2,608 



£ 

38,000 



2,608 



Expenditure on improvements etc. 

Expenditure is £2,000 and is accountable as it has increased 
the market value of the land. The last relevant disposition 
bemg in the antecedent period there is no adjustment for 
changes m current use value and the allowable amount is 
£2,000 x 

£~> ooo v 38,000 

r 38,000 4 - 64,000 = 

Net development value . . 






745 



34,647 



Note 

ri^h. 4 t ParaS ^ aph >, 7 de&leS consideration in Case B as including the capital value 
of the right to receive the rent . . . payable in respect of the tenancy.” It is not the same 

tteen? onh I a ,e dl0rd S “STY” the land wUch extends t0 reversionary rights after 
entities. f * ^ 303 **= Iease temi and (he reversion must be treated as separate 



CASE C 

41 General. The standard formula as modified for Case C is in Section 31(3) 
and stated m precisely the same terms as for Case A. The modifications of 

re f ng t0 CaSe A which are necessa ry for C^ C appear in 
Schedule 4, Part III, and derive from two things: first that, whereas i/case A 

n £ i“ sactl0n has taken Place the consideration for which presents 

us with the “Market Value”, in Case C we have no such ready-made^omation 

melt Mn»7i Sar d t0 f tImate the market value for the purpose of the develop- 
ment being carried out; and secondly, that the development affects all interests 
m the land, not merely the interest of the person actually carrying out develop, 
ment, who may be a tenant. The works done on the land (e.g the bricks and 
mortar) will by themselves increase the value of reversionary interests but such 
mcrease wnfi not represent a release of additional development value whl fte 
lease falls in and should not be charged with levy. For this reason it is necessary 
to assess levy at the start of development before works are done, in respect of 

each interest that obtain some substantial 
benefit. Collection of levy from owners of reversionary interests may however 
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be postponed (Section 45(2)) until the value of the reversionary interest is 
realized by a sale of that interest or by the reversion falling into possession. 

42. The developing owner. The developing owner is defined in Section 32(5). 
Broadly speaking he is the person who is responsible for the project of develop- 
ment and who must give notice of the start of the project. Normally he will be 
the person who has possession of, and who owns a substantial interest in, the 
land. But Section 32 provides that he may be a person who is starting the 
development on land in respect of the whole or part of which he only has a 
contract to take an interest. In these circumstances he is liable to levy in respect 
of the interest he has contracted to take, but he is entitled to use as his base 
value the price which he has contracted to pay. The owner of the land, on the 
other hand, when he is assessed to levy when he completes the sale to the 
developing owner, is assessed as if the project had not been begun. 

43. Assessable interests. If the land is not let the freehold will be the sole 
assessable interest. But if the land has been let the interest of the occupying 
tenant, who would normally be the person carrying out the development, will 
be an assessable one, as will also the interest of the owner of any reversionary 
interest (whether freehold or leasehold) if the reversion is not more than 98 
years distant (Section 32(l)(c)). The “cut off” at 98 years is intended to ensure 
that, where development which would normally start in the first year of the 
tenancy is taking place under a traditional 99-year lease, there could be no 
question of the lessor being liable for levy under Case C. In practice it may well 
happen that there is no quantifiable development value in a reversion which is 
substantially less than 98 years distant but there will be a prima facie liability in 
these cases and it will be a matter of valuation to determine whether in the 
particular circumstances there is any leviable development value in the reversion. 

44. There are also special provisions in Section 32 whereby although a tenancy 
constituting an assessable interest does not exist, an enforceable contract to 
grant such tenancy, can, subject to certain conditions, be deemed to be an 
assessable interest. The same is true of a contract to purchase an interest. (See 
paragraph 42 above.) 

45. Full market rent. Under Case C the first step is to determine under Schedule 
4, Part III, paragraphs 16 to 22, what is the full market rent of the land for the 
purposes of the development being carried out. Normally a 99-year lease is to 
be assumed in assessing this rent, but in Schedule 4, paragraph 17(2), special 
provisions are made for assuming a lesser period in a small min ority of cases 
involving development of a “wasting" nature. Schedule 4, Part III, also contains 
provisions dealing with the effect to be given to encumbrances and with planning 
and other assumptions to be made in arriving at the full market rent. This 
procedure of finding a full market rent has been adopted because, although it 
would not be a necessary approach in, for instance, cases involving a freehold 
interest in possession, it nevertheless considerably simplifies calculation of levy 
in those cases where more than one interest is involved. 

46. Market value. When the full market rent has been arrived at, Schedule 4, 
paragraphs 23 to 27, explain the way in which account is to be taken of it in 
estimating the market value of each assessable interest subsisting in the land 
being developed. Thus : — 

(a) where the assessable interest is a tenancy (other than a reversionary 
tenancy) the market value is the excess of the full market rent over the 
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of ‘ lBZed f0r the peri0d fr0m the relevant date t0 tb ® end 

® ? 5® assessabIe interest is that of a reversionary tenant the market value 
-5® nsgfegate of any capitalized profit rent receivable until the exnirv 
of the sub-tenancy plus the present value of the right to receive from^t/ 

“ d °/*® ’V**** Until the ® nd ° f the ™ P edor tenancy ill fe excS 

? f tbe fun market rent over the rent payable under the superior tenancv ■ 
(c) in the case where the assessable interest is the fee simple in possession 
he market value is the full market rent capitalized in perpetuity S 
Mi should correspond to the normal freehold market value; 

} k toe mte f St i S a freehoId sub i ect to a tenancy, the market value 

4, 

made in Schedule 4 paraeranh appIles ) Provision is 

to work the minerak) ® ® Stmmted duratlon of tbe required 

S^SaSto 3? L SClledUle f baSe valu ® dealt with in 

use value of the assessableLterests plus anv Sf? ^even-tenths of the current 
tive development to the owner’s interest to otw ? lat j°? ,j US ,® d by the Prospec- 
encumbrances are treated as they are treated in arriv' d ^ the ! ewlth ' Broadly, 
are also special provisions for limit; T j? arnvm S a * market value. There 
value to the °' °" ° f ™ ™ 

ment in those cases where that land form P P * S6t i project of material develop- 
building already exisTfon rlmainto °s " ° f ^ r ® leVMt land and a 
land used for an extension is no“t bv £ a t LTtT deVel °™ value of 
existing premises. y a 3186 tolerance arising from the 

that adopted feclsf^totrelfte of come to procedure t0 

case. There are special provisions in r ’ 1 H 1 ® assessable interest in each 

for adopting as Waphs 18 to 21, 

“ “ thOSe ® a - 

the base value ^ b ® added t0 

allowaS for^pendito^orrimprovOTente^et^^of^as 0 '! j. aSCertaining the 
market value of the assessable interest also MW fr, f has Increased the 
being derived from Schedule 4 PartV^ter fnro ? cT® ? att ® m 38 Case A - 
a liability to pay compensation in respect of^ /T 1 ofdeveIo Pment has started 
possibility is recognized by special nrovisio encumbrance may arise. This 
enabling in certaincases, expraditure^curred Sto^®*? 11 ^® 4> paragraph 44 ’ for 
date (i.e. the date on which the carrvtov o,.t f i? 111 ™ years after tbe relevant 
of the acquisition of an ease^K^^S^ “S 
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or the payment of compensation under Section 84(1) of the Law of Property 
Act 1925 to be taken into account retrospectively. 

52. Credit carried forward from Case C. It may sometimes happen that the 
market value of the land for the purpose of the development being carried out, 
where that development does not constitute full development, is less than the 
price the developer has paid for the land (i.e. Schedule 5 base value) plus 
improvements. For example a house bought for redevelopment as shops might 
be used for office purposes pending redevelopment. Normally negative net 
development values are of no consequence in the Act and are regarded as nil 
but in this situation (and in two other situations referred to later) the negative 
development value is recognized in Schedule 11 and a credit is established. 
Since development value previously paid for is allowed for in this way, thereafter 
a Schedule 5 base is extinguished (Schedule 5, paragraph 4). 

53. The following examples show how levy under Case C operates: — 
Example 4. 

In 1963 P took a lease for 28 years from R (who had held the freehold since 1920) 
of a two-storey warehouse near the centre of a town. He paid a premium of £2,000 
and, on a repairing basis, a rent of £2,000 for the first seven years and £3,000 thereafter. 
By 1970 it had become apparent that the property had value for other uses and P 
obtained a planning permission in that year, to convert the premises into a motor car 
saleroom on the ground floor with offices and storage over. The “full market rent” of 
the premises before conversion and with the benefit of the planning permission may 
be taken as £4,500 per annum. Its current use rental value was the same as the lease 
rental — £3,000. What is the amount chargeable to levy in respect of each of the 
assessable interests ? 



Assessment in Case C 


£ 


£ 


1. The assessable interest of the developing owner — the 
leaseholder. 

Market value of relevant interest 
is “full market rent” 


4,500 




Less 

Rent payable for 21 years under the lease 


3,000 




Capital value, say, 


1,500 

12,000 


12,000 


Schedule 4 base value 

As there is no profit rent for current use and no depreciation 
to adjoining land this is 






Schedule 5 base value 

The lessee paid a premium of £2,000 for his lease during the 
“antecedent period.” This amount therefore qualifies as the 
consideration for the last relevant disposition 


2,000 




As the Schedule 5 base value is to the levy payer’s advantage 
it is adopted 


2,000 


2,000 


There is no expenditure on improvements or ancillary rights. 




10,000 


Net development value ’ . . 




10,000 
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2. The assessable interest of the freeholder. 

Market value of relevant interest is 

(a) Rent receivable for 21 years under the lease . . . . 3,000 

Capital value, say 30*000 

(b) Reversion to full market rent in perpetuity after 21 years 4*500 

Present capital value say \ \ 250 



£ 



30,000 

11,250 



Schedule 4 base value 

(a) Lease rent for 21 -year period of lease 

Capital value say 

(b) Reversion to current use value 
Present capital value say 

Add one-tenth (see note (1)) 



41,250 

£ 

3,000 

30,000 

3,000 

7,500 

750 



38,250 



Net development value . . 



38,250 

3,000 



Note 1 

,SS ly reversl0nar y Portion of the base value is, in equity, appropriate for this 
addition and regulations to be made under Schedule 6 paragraph 12 will provide this 
Note 2 

exam f le - both -the Schedule 4 and Schedule 5 base values depend upon 
regulations made under Schedule 6 paragraph 12. 

Example 5. 

orteM^^fr Thfslte m Ck of 1 3 “ aU house s which were demolished under demolition 
s to 1958. The site PQ was cleared. In 1968 P purchased for £2,000 the freehold 

afiKiraaassria- — 

(a) FuU market rent on lease for 99 years of the whole of the land at 
the relevant date (per annum) 

(b) Current use value for residential purposes of the whole of the land 

(c) Ditto as respect site X 

(d) Ditto as respect site Y . . . . 

^spStion 6 V3lUe ° f ^ Y ^ f0XUld at date ° f last rek vant 



£ 

350 

2,500 

1,200 

850 



What is the amount chargeable to levy in respect of the assessable interest? 



750 



Assessment in Case C 

Market value is the right to receive full market rent in per- 
petuity . . . . , _ ^ 

Capital value, say . . * * ’ 

Schedule 4 base value 

Current use value for residential purposes 

Add one-tenth 



£ 

350 

7,000 



2,500 

250 



2,750 



£ 

7,000 
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£ £ 

Brought forward 2,750 7,000 

There is no depreciation of the value of “other land” held 
therewith — 

2,750 



2,000 



100 



Schedule 5 base value of Site Y . . . . . . . . 2,100 

(ii) Schedule 4 base value of Site Y 

Current use value for residential purposes 850 

Add one-tenth . . . . . . . . . . . . . . 85 

Schedule 4 base value of Site Y 935 

(iii) Schedule 4 base value of Site X 

Current use value for residential purposes . . . . . . 1,200 

Add one-tenth . . . . . . . . . . . . . . 120 

Schedule 4 base value of Site X . . . . . . . . 1,320 



As (i) is greater than (ii) and (i) plus (iii) (£3,420) is greater 
than Schedule 4 base value of the whole of the land (£2,750), 
adopt (i) plus (iii) as composite base value 





3,580 


No expenditure on improvements etc. 


— 


Net development value . . 


3,580 



3,420 



Schedule 4 base value 
Composite base value 

There is no relevant disposition relating to the whole of the 
land, but there is a relevant disposition relating to Site Y. 
Schedule 6 paragraph 18 therefore should be followed. 

(i) Schedule 5 base value for Site Y 

Consideration given for site 

Adjust for change in current use value 

Current use value at relevant date . . . . . . £850 

Current use value at date of last relevant disposition . . £750 

Adjustment 



THE DEPRECIATION FORMULA 

54. This formula applies to : — 

(1) Case D which covers compensation received following the revocation or 
modification of planning permission, and certain other planning decisions 
and orders; 

(2) Case E which covers payments for dispositions 

(a) granting an easement; 

(b) releasing or modifying an easement or restrictive right (e.g. a 
restrictive covenant binding the freeholder). 

55. The formula, which is almost the same in each case, is given in Section 33 
for Case D and Section 34 for Case E. It defines the amount on which levy is 
charged as : — 
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Compensation received in Case D\ 
Consideration received in Case E / 
Less the “appropriate deduction” . . 



' ' C 
. . D 



Amount chargeable to levy C — D 

56. The terms “compensation” and “consideration” have their obvious 
meanings but are more precisely defined in Schedule 4, Part IV, paragraphs 
35 and 36 respectively. The “appropriate deduction” which combines in one 
operation two separate allowances as explained below, is the excess of: — 

The sum of 

(1) the base value of the relevant interests (i.e. the base value under 
Schedule 4 or Schedule 5 including any related tenancy whichever is 
the greater) disregarding the act or event giving rise to the assess- 
ment; and 

(2) the amount of expenditure on improvements and ancillary rights 
under Schedule 4, Part V; 

over 

The current use value of the relevant interest taking into account 
the act or event causing the depreciation. 

57. The reason behind this is first, that where an assessment is made the 
compensation for depreciation will include development value and before 
charging levy it is necessary to deduct from the total compensation the amount 
of development value which the owner of the chargeable interest has already 
paid for, as provided for in Schedule 5. 

58. Secondly, the act or event may have depreciated the current use value of 
the interest in the land as well as the market value. The adoption of such lower 
current use value on a future chargeable act or event wifi increase the amount 
of development value subject to levy on that act or event; moreover some part 
of the compensation may have been paid for this depreciation to current use 
value. The second allowance to be made is, therefore, the amount of the change 
in current use value. 



59. Thus if, 

B = base value + cost of improvement, 

CUVb = current use value before the event, 

CUV a = current use value after the event. 

The first allowance is B — CUV b , i.e. development value in base value, and 
the second is CUV b — CUV a , i.e. change in current use value. 

If these are added, we have 

(B - CUV„) + (CUV b - CUVJ 

CUV b (which is the amount to be deducted in the calculation of the first 
allowance and the amount from which deduction is to be made in the second! 
cancels out, leaving 

B - CUV a 

as the formula for the appropriate deduction. 



60. It is possible in Cases D and E for the deduction to exceed the compen- 
sation or consideration, which would mean that some part of the development 
value ‘“paid for” had not been used. In this event, as in certain circumstances 
under Case C, a credit is established as provided for in Schedule 11 but since it 
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is taken into account in this way it cannot thereafter be taken into account by 
way of a Schedule 5 base value which is therefore extinguished by Schedule 5, 
paragraph 5. 



61. It is the duty of the authority paying the compensation to notify the 
Commission of the particulars of the compensation, including how much is 
in respect of depreciation of the value of the relevant interest in the land and it 
is this latter amount that is the compensation for Case D. The relevant interest 
is the interest in respect of which the right to compensation accrues, and it is 
the base value of this interest that also has to be ascertained in finding the 
“appropriate deduction”. The base value may be either eleven-tenths of the 
current use value before the occurrence of the event giving rise to compensation 
(Schedule 4, Part IV, paragraphs 37 and 38) or the normal Schedule 5 base 
value derived from the consideration paid for the relevant interest of the 
previous disposition, adjusted where purchased after the first appointed day for 
increase or decrease in current use value between the two dates (Schedule 5, 
paragraph 14 (2)). To whichever base value is taken must be added, where 
necessary, any appropriate amount in respect of a related tenancy and an 
allowance for expenditure on improvements or ancillary rights insofar as it has 
increased the market value of the relevant interest, calculated in the manner 
described for Case A above. From this aggregate is to be deducted the current 
use value of the relevant interest as affected by the terms of the order or decision 
giving rise to the compensation (the restricted value of the interest). The 
difference between the “compensation” and the “appropriate deduction” is the 
required amount which is chargeable to levy. 

62. The following example relates to levy under Case D. 

Example 6. 

The Land Commission is notified by the Local Planning Authority that compensation 
of £3,300 has been paid to R in respect of an order dated the 1st of January 1970 
revoking planning permission previously granted in 1968 for the redevelopment of 
certain premises belonging to R. £3,000 of this compensation is stated to relate 
to depreciation! in the value of the property which was acquired in September 1968 
for £4,600. The remainder of the compensation related to abortive expenditure. Sub- 
sequent to his purchase in 1968 R carried out improvements at a cost of £500 
which increased the market value of the premises and also increased the current use 
value at the relevant date from £4,200 to £4,400. The current use value at the date of 
the last relevant disposition, i.e. September 1968, was £4,000. The market value at the 
date of revocation was £7,400 and the restricted value (i.e. the current use value after 
the revocation— Schedule 4 paragraphs 39 and 40) of the property after the revocation 
of the planning permission is considered to be £4,400. No work had been commenced 
in implementation of the planning permission. 

What is the amount chargeable to levy? 



CASE D 



Assessment in Case D 



£ 



£ 



£ 



£ 



.Amount of compensation as notified by local planning 
authority in respect of depreciation in value 
Appropriate deduction 
Schedule 4 base value 

Eleven-tenths of £4,400 



4,840 



3,000 
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Brought forward . . 

Schedule 5 base value 

Purchase price of property 

Adjustment for change in current use value: — 
Present current use value 
Previous current use value (1968) 

Excess 

Schedule 5 base value 
As Schedule 5 base value is greater than Schedule 4 
base value Schedule 5 base value is adopted 
Expenditure on improvements 
All improvement costs are accountable 
Adjustment for benefit to current use value 
Current use value after improvement 
Current use value without improvement . . 



4,400 

4,000 



400 



4,600 



400 



5,000 



500 



£ 

3,000 



5,000 



4,400 

4,200 



200 200 

Allowable adjusted expenditure 300 300 

5,300 
4,400 

Therefore the appropriate deduction is . . . . 900 900 

Amount chargeable to levy ........ 2,100 



Sum of base value plus expenditure 
Deduct 

Restricted value after the revocation 



CASE E 

63 . In this case the consideration is the amount received by the grantor or 
any other person for the grant of the easement or the release or modification 
of the easement or restrictive covenant as the case may be. 

64 . The interest of which the base value and the restricted value have to be 
found is a little more difficult to define. In the case of the grant of an easement 
it is the interest which the grantor has in the land over which the easement is 
granted together with such other land associated therewith as is depreciated by 
the grant of the easement. In the case of a disposition releasing or modifying a 
restrictive right it is the interest which the grantor has in all the land to which 
the benefit of the restrictive right was annexed before the date of the disposition. 

65 . The base value, as for Case D, may be either eleven-tenths of the current 
use value of the grantor’s interest (Schedule 4, Part IV, paragraphs 37 and 38) 
or the normal Schedule 5 base value derived from the consideration for a 
previous disposition, adjusted (see paragraph 14 (2)) where purchased after the 
first appointed day where there is an increase or decrease in current use value 
between the two dates. To whatever base value is appropriate, allowance for any 
related tenancy and expenditure on improvements, etc., as in Case D, will be 
added, and from this aggregate will be deducted the current use value of the 
interest taking into account the effect of the disposition (“the restricted value of 
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the interest”). The resultant amount is the “appropriate deduction” to be 
subtracted from the consideration to give the amount chargeable to levy. 

66. The following example relates to levy under Case E. 

Example 7. 

The owners of land upon which a block of flats is to be built notify the Land Com- 
mission of the grant to them by R of an easement for a sewer across R’s land adjoining 
the site of the flats. The date of the grant was the 1st of January 1970 and the considera- 
tion paid £1,000. R purchased his land, which comprises a parcel of four building plots 
at present used as allotments, for £4,500 in 1968. The grant of the easement had not 
affected the current use value of the land which has remained at £600 ever since R 
purchased it. What is the amount chargeable to levy and payable by R? 



Assessment in Case E 





£ 


£ 


Consideration for disposition is the sum paid for the grant . . 
Appropriate deduction 

Schedule 5 base value is clearly appropriate here. 




1,000 


Purchase price for last relevant disposition 

No adjustment for current use value as there is no increase or 


4,500 




decrease 


— 




Schedule 5 base value 


4,500 




There is no expenditure on improvements etc. 
Deduct 


— 




Restricted value after disposition (i.e. the current use value) . . 


600 




Therefore the appropriate deduction is 


3,900 


3,900 


Net development value 




— 


There is, however, a negative amount — a minus quantity . . 




2,900 



This means that R has a credit (see Schedule 1 1 paragraphs 3 
and 5(2)) of £2,900 which he can carry forward to set against 
the amount of levy arising out of a chargeable act or event on 
this land on a subsequent occasion. 

No levy is chargeable on this occasion but R’s original purchase price of £4,500 is 
no longer available to him on any subsequent occasion under Schedule 5 base value — 
the credit £2,900 represents development value paid for — £3,900 (i.e. £4,500 less £600) 
less payment received in respect of depreciation £1,000. 

CASE F 

67. There are three types of occurrence falling within Case F which are defined 
in sub-sections (2), (3) and (5) of Section 35 of the Act. The first is a variation 
of a tenancy which may take the form either of its renewal, or extension or of 
an alteration of its terms and conditions and in practice is likely to be a com- 
bination of the two — in other words restrictions in a tenancy may be altered to 
allow more development and this could be coupled with an extension of the 
tenancy. The second type of occurrence concerns what is colloquially called a 
wayleave. If this were an actual easement it would fall under Case E; however a 
right or licence to use land may be granted, commonly in the context of 
compulsory powers, which, while very similar to an easement, does not have 
the same legal status. The third type covers miscellaneous payments for com- 
pensation for depreciation in the value of land; some of these are similar to 
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wayleaves, but not all — e.g. a right to compensation under Section 68 of the 
Land Clauses Act 1845. 

68. Regulations, which were still subject to Parliamentary approval at the 
time this memorandum went to print, fill out the provisions of Section 35 in 
relation to chargeable acts or events under Case F. The regulations specify 
the enactments under which the right to receive compensation for depreciation 
to the value of an interest in land could arise. They also provide that notification 
of any of the chargeable acts or events under Case F is voluntary. 

69. Many events under Case F can occur without any development value 
being realized. Thus, when electricity pylons are placed on farmland, a 
standardized payment is often made to cover the damage caused to the agricul- 
tural user of the land, or the terms of the tenancy for a shop may be varied to 
allow the carrying on of some different trade. Such a change in a shop would 
not be material development and there would, therefore, be no development 
value on which levy could be assessed. 



70. The regulations deal in some detail with variations of tenancies. They 
provide that such a variation shall be treated as a surrender of the old tenancy 
and the grant of the new one on the new terms. Levy is assessed in relation to 
the grant of the new tenancy as though this were a disposition falling within 
Case B, but the regulations provide for two adaptations. First, if the tenant had 
acquired the old tenancy by an assignment for valuable consideration or by 
repayment of a premium on its grant to him, he may have paid for some develop- 
ment value which would not be reflected in the consideration that he paid for 
the variation of the tenancy. On a subsequent occasion after the variation of 
the tenancy therefore — in particular on an assessment under Case C on the start 
of the development— the tenant might find himself liable for levy because his 
base value did not reflect the development value he had paid for on the grant of 
the old tenancy. The regulations provide, therefore, for the development value 
to be determined and added to the consideration for the grant of the new 
tenancy so that on a subsequent occasion it can be taken into account in the 
base value found under Schedule 5. As the grantor of the tenancy has not 
however, realized any of this development value on this occasion he should not 
be subject to levy upon it and the regulations provide for the addition of a 
similar sum to his base value. 

71. The second adjustment necessary derives from the fact that the grantor 
may have been subject to levy on the grant of the old tenancy on an expectation 
of receiving rent for the duration of that old tenancy. On the assessment of levy 
on the grant of new tenancy it will be necessary to ensure that the grantor does 
not pay levy again m respect of the rent which has already been charged to levy 
in cases where this rent exceeds the present rent which could be obtained on 
a current use basis. A similar problem arises wherever, after the grant of a 
L en S’ ™ rr “ dered ^ thout consideration. In the general case this problem 
is dealt with by the regulations dealing with tenancies and reversions (at the 

iTdition'tnlT^f “ was P rinted > before Parliament) which provide for an 
addition to base value on the assessment of levy on a chargeable act or event 
subsequent to the surrender. The regulations dealing with Case F provide for 

fTvrZ 611 ? S SUm t0 be added t0 base vdue “ the circumstances 
oi a variation of a tenancy. 

Jh COn f ? nd tiird of occurrence under Case F (Section 35 (3) and 

(5)) are assessed for levy as if they fell under Case E or D respectively. 
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73. The following is an example of levy on a variation of tenancy in Case F. 
Example 8. 

In 1969 the tenant under an existing tenancy with ten years unexpired at a rent of 
£200 per annum notifies the Commission that it has been extended by 50 years (i.e, has 
become a tenancy with 60 years unexpired) at £500 per annum. The landlord acquired 
his freehold reversionary interest in 1967 (after the 6th of April) for £5,500. Current 
use value of the chargeable interest with vacant possession is £2,000. There is no 
premium for the original tenancy. 

What is the amount chargeable to levy? 



Assessment in Case F 

Amount of consideration 

Capitalized value of annual rent of £500 for 60 years, say 
Base value realized 

Schedule 4 

Current use value of the chargeable interest (freehold) 
immediately after surrender of old tenancy and before 
grant of new one, i.e. freehold in possession say . . . . 2,000 

Reversionary value of chargeable interest (Schedule 4 

paragraph 12), say 500 (= R) 

T _ 7,500 _ 15 

"T + R 7,500 + 500 0r 16 

Current use value realized by disposition (Schedule 4, 
para 13): 

£2,000 X = 1,875 

lo 

Base value realized by disposition (Schedule 4, para 15) — 

add l/10th 188 



£ £ 
£7,500 (= T) 



Schedule 5 

Consideration given for last relevant disposition of the 
freehold 

Adjust for change of current use value (Schedule 5, para 14) 

£ 

C.U.V. now 2,000 

C.U.V. as it would have been at 1967 

(1) Capital value of rent of £200 for £ 

12 years, say 1,400 

(2) Current use value in reversion de- 
ferred 12 years, say . . . . . . 1,100 

2,500 

minus 500 

i.e. reduce by amount of deficiency 



2,063 

5,500 



500 



Adjusted consideration for last disposition 5,000 

Apportionment of adjusted last consideration (Schedule 5, 
para 15) 

£5,000 X ^ 4,687 
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Brought forward 

Schedule 5 base £4,687 exceeds Schedule 4 (£2 063) so 
Base value realized 

Add : allowance for surrendered tenancy— excess of 
(a) C.U.V if old tenancy had not been surrendered, viz. 

(1) Rent of £200 p.a. capitalized for 

10 years, say 

(2) Current use value in rever- 
sion deferred 10 years, say 



£ 

4,687 

4,687 



£ 

7,500 



over 

(b) C.U.V. immediately after 
surrender of old tenancy and 
before grant of new one 



£ 

1,200 

1,200 

2,400 



2,000 



Net development value realized 



400 



5,087 
2,413 

COMPULSORY PURCHASE— SCHEDULE 9 

I 4 ' f en , er f • Where an authority possessing compulsory purchase powers 

omeTaTr c n ti0n HT y a payment for the loss caused by 

severance ol the land acquired from other land belonging to the owner nr for 

tobTae ° f Ws other land. The amount paid for 

he land to be acquired should be dealt with under Case A as the consideration 

affection S befnff° n ° f ^ ^ i; bUt tbe amount P“ d for severance and injurious 
a f P ayn “ nt for depreciation to the value of other land is like 

fo“Xfjthe?i e and r" “ be ” d by a PP^S 

of compensation itoo ; these 

S 00TOti“thV “nd rcTle^th the land WMoh iS taken w0uld be 
expenditure on improveme“s ® ^ T 

Case D for the injured land wouM he c^pen^onfor ST^es^ 

appropnate deduction (AD) ie Cr AD ifi-WAt™ p ^ y (C r ) less the 

we have (C T 4 - C T ) - AD - p t T V f^^wo formulae are combined 
C' o n ri c' • +(-, 0 , i ■ jo L II- It is clearly therefore unnecessary to snlit 
ni nr? 11 he combmed fi gure is market value y P 

IpStSSSSSSS 

for severance or injurious affection, or occasionally for distmbance Tnd where 
appropnate, decreased by the amount of betterment to ^ other ftfbm 



30 



Printed image digitised by the University of Southampton Library Digitisation Unit 



from this figure will be deducted under Schedule 9, paragraph 4 (3), any payment 
for legal and other costs which have been included with the price as compensa- 
tion and must not be subject to levy. The net development value will then be 
arrived at in the following manner: 

Compensation or purchase price M 

Less appropriate deduction D 

Market value as reduced M — D 

Less base value (Schedule 4 or 5) plus Schedule 9 
paragraph 10 disturbance B 



M-D-B 

Less expenditure on improvements, etc. . . . . I 



Net development value M — D — B — I 

79. Compensation or purchase price (M). M is quite clear being the purchase 
price where the acquisition is by agreement where compulsory purchase powers 
are in the background, or the compensation where compulsory powers were 
used. It will include any amount paid for severance or injurious affection, but 
will be the net figure after deduction of any set off for betterment. 

80. Appropriate deduction (D). The appropriate deduction (D) is found by 
ascertaining what would be the “appropriate deduction” in Case D terms in 
respect of the owner’s interest in the land severed or injured. This amount can 
be ascertained without knowing the amount of compensation actually attribut- 
able to severance or injurious affection (Schedule 9, paragraphs 2 and 3). 

81. Base value. Next the base value of the interest being acquired has to be 
found (the base value of the “other land” having been dealt with within the 
“appropriate deduction”). The Schedule 4 base value is eleven-tenths of the 
current use value calculated in accordance with the rules 2 to 4 of Section 5 of 
the Land Compensation Act 1961 plus a sum equal to the amount that would 
have been payable as disturbance if the interest had been acquired in circum- 
stances which prohibited the carrying out of material development on the land 
acquired (Schedule 9, paragraphs 4 and 10). Generally, the Act says nothing 
about unexpended balance of development value in current use value (see 
paragraph 13 above); but where land has been compulsorily acquired express 
provision is needed because the unexpended balance will have been extinguished 
by the acquisition; this is contained in Schedule 9, paragraph 4(4). Schedule 5 
base value will also have to be ascertained in the manner normally appropriate 
to Case A and the amount of the disturbance referred to above must be added 
thereto in arriving at the base value. The Land Compensation Act rules are 
brought in because they apply to the consideration and must be applied to base 
value for consistency. 

82. Amounts in respect of related tenancies must also be added to either base 
value where appropriate. 

83. Where, however, the compensation or purchase price does not include a 
payment for severance or other injurious affection the “depreciation formula” 
is not incorporated but, by Schedule 9 paragraph 3, the normal Case A allow- 
ance for injury to the current use value of the other land is made. 

84. Expenditure on improvements (I). The appropriate base value having been 
selected the expenditure on improvements etc., in so far as it has increased the 



Printed image digitised by the University of Southampton Library Digitisation Unit 



c^ouk™fM’ - D f ° U B d -’ 'rthenTH™^ “ f ° r Case A - The resultant 
is the subject of levy. produces the net development value which 

- negative development 

for this to be recognized asa credit ^vMchTiaThp^ 31 ?^ r ^:® ra P^ 4 ) provides 
with in the same way as other cX S below) “ d dealt 

“r 0WinS 6XamPle rdateS t0 ^ ^ 3 ^ ° f C0 ^ acquisition. 

4 -d in 1968 he 
value was £1,100. It bad no direct access To the Wh At *“» its current use 
planning permission to develop the whole for residTnd i subsec l uentl y obtained 
highway from a central point in the fronts™. e ® d ™ tlaI Purposes with access to the 
Sion, however, the local aXTitv C o™w'f ° re “ uU “Ptement this pemns! 
acres of the front field °? 1970 ’ ^ 

frontage and the six acre field at the rear fwT 5 front Iand at one end of the 
legal and other costs (Schedule 9 paragraph 4®? Tas raid" a ™°™ tmS t0 £23 -°° 0 P 1 ^ 
affection to the development value offte six SrelTf rSr a sum for injurious 

m Its value due to the additional cost of devdontoT SifZ l because ° f de P r eeiation 
and less convenient access. At the date of acmfsWniTh by reaS ™ ° f “ uneconomi c 
fields may be taken to be £200 per acre hoih T- 0 ? , th ? current use value of both 

What is the amount upon which levy is ch^abte befOTe and afer ac T uisiti °n- 

. Assessment in Case A 

Consideration i.e. compensation paid 
Appropriate deduction (Schedule 9 paragraph' 21 ' ' 

SsassssssciMas: 
sssisss TS3T ■■ 

Current use value as at the 1st of January 1970 

Current use value 1968 January 19/0 .. 

Add excess 



£ 

23,000 



Schedule 5 base value 

No expenditure on improvements etc. 
base value plus expenditure 

The restricted value after acquisition 
Six acres at £200 per acre 

Therefore the appropriate deduction is 

Schedule 5 base value clearly applies here also- 
Four fifths x £3,750 



1,200 

1,100 

100 



6,800 

100 

6,900 

6,900 

1,200 

5.700 5,700 

17,300 

3,000 
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Brought forward 

Being in the antecedent period there is no adjustment 
for current use value changes 


3,000 


17,300 




3,000 


3,000 


No expenditure on improvements etc. 




14,300 


Net development value 




14,300 



ALLOWANCE FOR ESTATE DUTY— SCHEDULE 7 

87. If estate duty has been paid on land which within six years after the death 
becomes subject to levy, then an appropriate allowance, calculated under Part IX 
of Schedule 7 may be deductible from the market value, the consideration for 
the disposition, or the amount of compensation as the case may be. This amount, 
which will only be given if claimed before the notice of assessment becomes 
operative, will reduce the net development value on which levy is assessed. (See 
note on betterment levy and estate duty in Part III of this memorandum.) 

DEDUCTION FOR CAPITAL GAINS TAX AND 
CORPORATION TAX— SCHEDULE 8 

88. The main provisions relating to the interaction of capital gains tax and 
corporation tax and levy will be contained in the 1967 Finance Bill. Broadly the 
principle that will be followed will be that capital gains for the purposes of the 
long term capital gains tax or corporation tax will be limited to changes in 
current use value and will not apply to changes in development value, which 
will be dealt with by the levy. There are, however, certain transitional provisions 
relating to tax and levy which are dealt with in Schedule 8. These provisions 
deal with cases where, without such provision, current use value or development 
value might become subject to both tax and levy. The Schedule provides that in 
cases that fall under it, and where the deduction is claimed, a certificate of the 
deduction to be made from the levy shall be issued by the Inspector of Taxes. 
(See note on betterment levy and tax in Part III of this memorandum.) 

CREDITS— SCHEDULE 11 

89. The manner in which a credit can be established under any of Cases C, D 
E and F and also sometimes in Case A (compulsory acquisitions) has already 
been referred to when dealing with these Cases. 

90. Schedule 11 sets this out in detail and indicates that such credit can be 
carried forward to set against development value otherwise chargeable on the 
first subsequent act or event which may arise affecting the relevant land. 

91. The credit will then either be exhausted or reduced to the extent that it is 
set off, unexhausted credit being carried forward to set off on a further sub- 
sequent occasion. 

92. In such circumstances, because the credit fully allows for development 
value paid for on the previous disposition, Schedule 5, paragraphs 4 and 5 and 
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a^at^ra raph 6 provide that tdat P revio “s disposition cannot be nsed 
a schedule 5 base on the occasion of a subsequent act or event (See note nn 
credits m Part III of this memorandum.) 1 0te 0n 

APPORTIONMENT 

ofoi? SSmentS f J r yu , nder the Aot wi!l frequently involve an apportionment 
hid been n^r faCt ° rS ’ f ° r example the consideration wMch 

d he a relevant disposition of an interest in land, or the rent 
nnfv W f 3 tenancy ’ where the land under examination is or includes part 
^ ° r “ y - » a PP^ach to appttfon 

a ' h? I F U \ fl , exlbIe 0ne re< l uinn g that it “be made in such manner 
15 Th P b « app ™ pnate mthe circumstances”— see Schedule 6, paragraphs 13 to 

Partin e“ d t t r rT 0rt :°T ent .l S - ^ implicit “ some ° f the definition £ 

“■ i eCti ° n 29 9 Xb) “ the interest whic h 

reliant land- S» by be dlSp0sltl ° n » "far « the interest subsists in the 
paragraph 47 tin addlt!on . there are references to apportionment in Schedule 4 

paragraph 5f2) tin rel°? ° eXpe ° dltu .f 011 improvements) and in Schedule 7 
P gr p 5(2) (m relation to the allowance for estate duty). Finally, the 

fraction -p + R is used, in effect, as an apportionment factor as explained in the 

Part II paragraphs 35-37 of this booklet dealing with assessment in Case B. 
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III. Detailed Notes 

NOTE ON ASSESSMENT PROCEDURE 
1* The Commission will not normally start the formal process of assessment 
without first attempting to agree informally with the levy-payer on the extent of 
his liability. In doing this the Commission will hope to resolve any of the levy- 
payer’s objections to their valuations or methods of calculation. When they 
think that levy may be payable on the notification of a chargeable act or event, 
the Commission s first approach will be a request for further information (they 
have, of course, a power to require such information to be given under Section 
43 of the Act but they would only serve a notice under this section if the person 
from whom they were trying to obtain the information refused to give it). If on 
obtaining the information they decide not to make an assessment they will 
inform the person who might be liable. 

2 . The Commission will not issue formal notices that no levy is payable but 
if after notification of a chargeable act or event the potential levy-payer does not 
hear from them in, say, a few months he can be reasonably confident that he 
will not be liable. If he is still in doubt he can ask the Commission to tell him 
whether on the facts before them they think he may be liable. 

3 . The formal processes of assessment start with the service of a notice of 
assessment under Section 44 of the Act upon the person who is liable to pay 
the levy in accordance with Section 36 of the Act. They must serve the notice 
within six years from the relevant date of the chargeable act or event.(Normally, 
of course, it will be served much sooner.) Where the levy-payer has died after 
the chargeable act or event has occurred, then the Commission must serve the 
notice within three years of the death. (Schedule 12, paragraph 5(2)). In these 
circumstances the notice must be served on his personal representative. Schedule 
12 also contains provisions for the service of notices of assessment on the 
Official Receiver or trustee in bankruptcy where the levy-payer has become 
bankrupt or, where the levy-payer is a company which has become insolvent 
and its property is vested in a liquidator, on the liquidator. 

4 . The notice of assessment must specify the chargeable act or event to which 
it relates, the amount payable in levy, and the date on which the levy is charged 
(Section 45). It may also, at the Commission’s discretion, provide that if the 
person on whom the notice has been served so requests in writing collection of 
the levy will be postponed or payment of the levy will be taken by instalments. 
Whether there is a case for postponement or payment by instalments will, it is 
expected, generally become apparent during the informal negotiations preceding 
the service of a notice of assessment. If, however, it has not done so, then it is 
always open to the levy-payer to request the Co mmi ssion after receipt of a 
notice of assessment, to agree to payment by instalments or to a postponement; 
and if the Commission do agree, they can withdraw the notice of assessment that 
they have already served and serve a further one, containing a statement about 
postponement or payment by instalments. 

5. An objection to a notice of assessment must be made within two months 
from the date of service of the notice of assessment (Section 46). The Com- 
mission have power to allow an extended period in particular cases but will be 
unlikely to do so unless there is a very strong case. The counter-notice must 
state the grounds on which the objection is made. If the grounds consist of, or 
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include, a claim that the amount of levy properly chargeable should be less 
than that stated in the notice, the counter-notice must include a statement of 
the amount alleged to be the proper amount of levy. Although there is no 
statutory requirement to include more than the bare figure which the objector 
seeks should be quoted in the notice, it is obvious that in order to consider the 
objection the Commission must know the reasons behind the figure the objector 
is putting forward. It may be, of course, that the Commission will already be 
aware of this from the informal negotiations that preceded the issue of the 
notice of assessment, but if they are not, it would be helpful to include them 
on the counter-notice. Failure to do so will normally only mean that the Com- 
mission will ask for further information under its powers in Section 43. 

6 . If the Commission and the objector fail to agree on the amount of levy 
after a counter-notice has been served, either party may require the objection 
to be referred to the Lands Tribunal for settlement. There is no time-limit on 
such a reference; discussion and negotiation can go on until it becomes clear 
to either party that agreement is impossible or that undue delay is taking place. 

7. It is always open to the levy-payer and the Commission to come to an 
agreement about the amount of levy payable at any time before the Tribunal 
actually pronounce on a case referred to them. There is no specific provision in 
the Act for agreement before a notice of assessment is served, because the 
discussions before that time are entirely informal and any agreement can be 
recorded in the notice of assessment. Similarly there is no specific provision for 
agreement before a counter-notice is served because as was said above, the 
Commission can always withdraw the notice of assessment and serve a fresh 
one. Section 48 of the Act, however, makes specific provision for reaching 
agreement between the parties after a counter-notice has been served. Such an 
agreement must be in writing and the notice of assessment will, in accordance 
with the agreement, be treated as confirmed, varied or withdrawn. 

8. Although the notice of assessment states the date at which levy becomes 
chargeable, the levy need not be paid until the notice itself becomes operative. 
The notice does not become operative until either the time within which a 
counter-notice objecting to the notice can be served expires, or, where a counter- 
notice has been served, a written agreement is made or the counter-notice 
withdrawn or the issue has been decided by the Lands Tribunal or the appeal is 
abandoned. The Lands Tribunal is taken to have finally decided the issue when 
either the time within which the Tribunal may be required to state and sign a case 
for the decision of the Court of Appeal expires without such a requirement 
having been made, or the Court of Appeal or House of Lords gives a decision on 
the case, or the Tribunal varies the notice of assessment in accordance with any 
directions given by the Court of Appeal or the House of Lords. 

9. Once the .notice of assessment has become operative the levy must be paid 
either on the date on which it was charged in the notice (which may, of course 
be changed by an agreement made after the service of a counter-notice in 
accordance with paragraph 5 above) or 30 days after the Lands Tribunal finally 
decide the issue whichever is later. 

10. It should be particularly noticed, however, that interest on levy always 
runs from the date upon which it is charged in the notice of assessment even if 
the levy need not be paid until later because the Lands Tribunal had not finally 
decided the issue before that date. If collection of the levy is postponed, interest 
will still be charged on the levy involved unless the case falls within one of the 
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provisions of the regulations made under Section 51. These regulations, which 
are now before Parliament, are drafted to provide for a waiver of interest in 
the following cases: factory extensions, reversions in Case C, agricultural 
dwelling-houses, indoor sports halls, and temporary planning permissions. 
Interest will be charged at a rate prescribed from time to time by the Treasury. 
Where payment is made by instalments it will be made by instalments com- 
prising both capital and interest; in these circumstances the interest which is 
charged will be the rate prevailing at the time when the levy became charged 
by virtue of the notice of assessment. 

11. It is always open for a person liable to pay levy, but who wishes to appeal 
against the assessment, to pay a sum on account to the Commission at the time 
when the levy becomes chargeable. He will not then be liable to pay interest on 
that amount and if it is more than the amount to which he eventually becomes 
liable to levy, the Commission will refund to him the excess together with 
interest on that amount. 

12. The Commission may, as a condition of granting a postponement of levy, 
require the levy-payer to give them some security for the eventual payment. 
They can, if they wish, take a charge on the land. It will only be possible for 
them to do this, of course, when an interest in the land remains in the hands 
of the levy-payer, e.g. the start of development in Case C. In practice, the 
circumstances when the postponement might be expected to be granted will 
be those of start of development under Case C where an interest in the land 
remains in the hands of the levy-payer. 

13. If the levy-payer, who has paid levy, considers that he has paid too much 
levy because of some mistake of fact in any document served or produced, or 
information furnished, to the Co mmi ssion, then he may within a period of six 
years beginning with the date of service of the notice of assessment of levy, 
make an application to the Commission for relief from such amount of the 
levy as he thinks justifiable. If the Commission refuse to grant any relief he 
may appeal against their decision to the Lands Tribunal who have power to 
reduce the amount of levy paid as they think appropriate (Section 54). 

14. As an essential counterpart to this, there is also a power for the Com- 
mission to serve additional notices of assessment where, because of a mistake 
of fact made in connection with the original notice of assessment of levy, or a 
clerical or mathematical error in any calculation or a discovery by them of any 
fact which was not known to them at the time the original notice was served, 
they think that any additional amount of levy should be paid. Such a notice 
must be served within six years of the relevant date in respect of the chargeable 
act or event. The notice can, of course, be questioned, as with an original notice 
of assessment. 

15. One particular point should be noted about the procedure. If the levy- 
payer wishes to make a claim for an appropriate allowance in respect of estate 
duty paid on land within the last six years under Schedule 7 of the Act, or a 
claim for a deduction in respect of capital gains tax or corporation tax under 
Schedule 8, such a claim, if it has not been made by the time the notice of 
assessment is served, must be served before the notice of assessment becomes 
operative. The claim will not affect the notice of assessment, which will become 
operative, and the amount of levy specified in it due, in the normal way, but 
where a claim is established after the levy has actually been paid, the Commission 
will refund the appropriate amount of levy. 
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MATERIAL DEVELOPMENT 

Paragraphs 14 and 15 of Part II of this memorandum describe how certain 
forms of development (as defined in Section 12(1) of the Townand Country 
Planning Act 1962) are taken out of the definition of material development. 
Very briefly these forms of development fall outside the definition because 
either : — 

(i) Section 12(2) of the 1962 Act says that they shall not be taken to involve 
development; or 

(ii) they are development for which planning permission is deemed to be 
given by the General Development Order and are excluded by Section 
99(2)(a) of the Land Commission Act; or 

('ii) they are development falling within the Third Schedule to the 1962 Act 
and are excluded by Section 99(2)(b) of the Land Commission Act; or 

(iv) they are development excluded by regulations made under Section 
99(2)(c) of the Land Commission Act. (At the time this booklet was 
published these regulations were before Parliament). 

The following paragraphs of this note set out, class by class, development which 
will be excluded under any of the four heads. They indicate, in particular, what 
development falls automatically outside the definition because it comes within 
(Oj (n) or (iii) above and what development is taken out of “material develop- 
ment” by the regulations under (iv). Certain unimportant forms of development 
have been ignored. 

I Dwellinghouses 

1. Rebuilding Rebuilding, so long as the house as rebuilt does not exceed in 
floor area by more than 10 % or 1000 sq. ft. (whichever is greater) the size of the 
house on the 6th of April 1967, or, if it was built after that date, the size when it 
was first built. One thousand square feet is roughly the size of an average 3 bed- 
room house. This exemption is significantly larger than that given by the Third 
Schedule of the 1962 Act (as extended and read with the Town and Country 
Planning Act 1963 (Schedule 3 of the 1962 Act) and Regulations under Section 
99(3)). 

2. Alteration, improvement and enlargement 

(a) Maintenance, improvement or other alteration which does not materially 
affect the external appearance of the house. (Not development by virtue 
of Section 12(2) of the 1962 Act). 

(b) Alterations and enlargements so long as the improved or altered house 
does not exceed in floor area by more than 10% or 1000 sq. ft. which- 
ever is the greater, the floor area of the house on the 6th of April 1967 
t"* '1* built after that date, its size when first built. (Building of a garage 
etc. in the curtilage of the house is to be included under this head) 
(G.D.O. Class 1.1. Regulations). 

(c) The use as two or more separate dwellinghouses of any building pre- 
viously used as a single dwellinghouse (Third Schedule). 

(d) The use as any number of separate dwellinghouses of not more than 
three adjacent houses (Regulations). 

3. Development within the curtilage of a dwellinghouse 

(a) Use of any buildings or other land within the curtilage for any purpose 
incidental to the enjoyment of the dwellinghouse. (Not development 
Section 12(2) of the 1962 Act). 
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(b) Erection etc., of any building or enclosure (except a garage etc. which 
is covered by (2)(b) above) for a purpose incidental to the enjoyment 
of the dwellinghouse, including keeping of poultry, pet animals or 
“other livestock” for the domestic needs or personal enjoyment of the 
occupants of the dwellinghouse (G.D.O. Class 1.2). 

II Non Residential Buildings 

1. Rebuilding Rebuilding so long as neither the cubic content nor the floor 
space exceeds by more than 10% the building as at the 6th of April 1967 or, if 
it was built after that date the date when it was first built and the floor space is 
not increased at all if the building has already been rebuilt (Third Schedule and 
Regulations). 

2. Alteration, improvement and enlargement 

(a) Maintenance, improvement or other alteration which does not materially 
affect the external appearance of the building (not development. Section 
12(2) of the 1962 Act). 

(b) Enlargement, improvement and other alterations to a building so long 
as neither the cubic content nor the floor space exceeds, by more than 
one-tenth, the building as on the 6th of April 1967 or as first built 
after that date and, if the building has been rebuilt since then, there was 
no increase in floor space (Third Schedule and Regulations). 

ID Changes of use 

1. Any change of use of a building or other land to another use which is in 
the same class in the Use Classes Order. (Not development. Section 12(2) of 
the 1962 Act). 

2. Any change of use from a shop (Class I in the Use Classes Order 1963) 
including the special shops (fried fish shops etc.) excluded from that class and 
including betting shops and funfairs, to an office (Class II) or vice versa and any 
change of use from an ordinary shop to a special one and viceversa. (Regula- 
tions). 

3. Any change of use between a general industrial building (Class IV) and a 
light industrial building (Class III) and a special industrial budding (Classes V 
to IX) and a wholesale warehouse or repository (Class X) (Regulations). 

4. Changes from any one of the “institutional” uses in Classes XU to XVII to 
any other institutional use in that group of Classes or to a dwellinghouse and 
vice versa. (Regulations). 

5. A change from any one of the following uses to any other of them : theatre, 
cinema or music hall (Class XVIII), dance hall, skating rink, swimming bath, 
Turkish or other vapour or foam bath, gymnasium or indoor games (Class XIX). 
(Regulations). 

6. If a budding or land is used for more than one purpose the extension of any 
one of the uses to the rest of the budding or land up to one-tenth of the cubic 
content of the part of the building so used (or one-tenth of the area of the land 
so used (Third Schedule paragraph 7). 

7. Use as a shop of part of a dwellinghouse of not more than 200 sq. ft. 
provided that the residential use of the rest of the dwellinghouse is continued 
(Regulations). 

IV Temporary Uses 

1. The erection of buildings, machinery, etc., needed in connection with the 
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carrying out of development (other than mining) provided they are removed at 
the end of the operations and the land reinstated (G.D.O. Class IV.l). 

2. Use of land for any purpose, except as a caravan site, for not more than 
28 days a year and the erection of moveable structures on the land for the 
purpose (G.D.O. Class IV.2). 

V Caravan Sites 

1. Use of land, other than a building, as a caravan site, in any of the cir- 
cumstances specified in paragraphs 2 to 9 of Schedule 1 to the Caravan Sites 
and Control of Development Act 1960 or in the circumstances (other than 
those relating to winter quarters) in paragraph 10 of the Schedule (G.D.O. 
Class XXn). 

2. Development required by the conditions of a site licence issued under 
the 1960 Act (G.D.O. Class XXIII). 

VI Industrial Development 

1. Certain ancillary works by an industrial undertaker on land used for 
industry, such as private railways, rearrangement of sewers, plant and 
machinery, and extensions or alterations to existing buildings, provided the 
gross floor space of the original is not exceeded by more than 5000 square feet 
(Regulations and G.D.O.). 

2. Deposit of waste material or industrial refuse on a site used for the purpose 
on the 1st of July 1948 (G.D.O. Class VIII.2). 

VII Mineral Workings 

1. Any plant or machinery needed in connection with the mining and working 
(which includes certain processing) of minerals (G.D.O. Class XVIII). 

2. Certain mining and other development by the National Coal Board (most 
of which would, in any case, be exempt from levy by Section 58) (G.D.O. 
Class XIX). 

3. Deposits of refuse or waste material in excavations, provided it does not 
exceed the height of surrounding ground (G.D.O, Class XVIII). 

4. Deposits of refuse or waste material on a site used as such before the 6th of 
April 1967 (Third Schedule and Regulations). 

Vm Petroleum Production 

Operations for searching, boring and getting petroleum when licensed by 
the Minister of Power under Petroleum (Production) Act 1934 or that Act as 
extended by the Continental Shelf Act 1964. (Regulations). 

IX Development by Local Authorities 

This will be exempt from levy anyway by Section 56. 

1. Construction etc., of small ancillary buildings in parks, works and equip- 
ment, telephone boxes, refuse bins, and deposit of waste on tips in use at the 
1st of July 1948 (G.D.O. Class XIII). 

2. Works for improvement, maintenance and repairs of highways. (Certain 
works are not development— -Section 12(2) of the 1962 Act and others are 
covered by the G.D.O. Class IX and XIV). 

X Development by Statutory Undertakers 

1. Development on operational land of statutory undertakers (and certain 
other development connected with their functions) (G.D.O. Class XVII and 
Regulations). 

2. Development by gas authorities for the underground storage of gas, 
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including prospecting operations in searching for suitable strata, under the 
Gas Act 1965 (G.D.O. and Regulations). 

XI River, Drainage and Sewerage Authorities 

Development for the provision, improvement or maintenance of water 
courses, drainage works or sewers (G.D.O. Classes XV and XVI). 

XU Sewers, pipes, etc. 

Any works for repairing or renewing sewers, mains, pipes, cables, etc. 
(G.D.O. Class X). 

XKI Private Streets 

Any repairs to private streets (G.D.O. Class IX). 

XIV Gates, Fences and Walls 

Any erection of a gate, fence or wall (G.D.O. Class II and Regulations). 

XV Advertising 

Minor advertising, such as fascia boards etc., but not sites for hoardings 
(Regulations). 

XVI Pipelines 

The construction of pipelines laid under the Pipelines Act 1962 and earlier 
local Acts (Regulations). 

XVH Agriculture and Forestry 

1. Use of land for agriculture or forestry (not development. Section 12(2) and 
1962 Act). 

2. Building and engineering operations on agricultural land, including market 
gardens and nurseries, requisite for the use of the land for agriculture ; except for 
dwellings and in England, large isolated factory farming units (G.D.O. and 
Regulations). 

3. Building and other operations, other than dwellings, on land used for 
forestry requisite for that use and formation allocation and maintenance of 
private ways on such land (G.D.O.). 

4. Winning and working, on land held or occupied with land used for the 
purposes of agriculture, of minerals required for the purposes of the use, 
including fertilization of the land (G.D.O.). 

5. Construction of a timber yard on land used for agriculture. (Regulations). 

6. Erection and maintenance of roadside stands for milk chums (G.D.O. and 
Regulations). 

XVHI Physical recreation 

Building or other operations, except dwellinghouses, requisite for the use of 
land by persons taking part in outdoor physical recreation or for the safety of 
participants or spectators, e.g. clubhouses, refreshment rooms, changing rooms 
etc., for persons taking part. (Regulations). 

RELATED TENANCIES 

1. One of the principles of levy is that development value once paid for should 
not be subject to levy. The normal Schedule 5 base value embodies this principle 
where it provides that in respect of the chargeable interest (i.e. the interest in 
the relevant land which exists at the date appropriate for levy purposes) the 
consideration paid for the last relevant disposition of that interest shall be 
taken into account. These provisions are extended by Schedule 6 Paragraph 18 
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to cases where there are a number of Schedule 5 base values because the land 
has been acquired in a number of separate parcels. They do not, however, cover 
those cases where the chargeable interest has been enlarged by the merger of 
inferior interests into it, and when the consideration for such merger has included 
payment for development value. 

Such interests are in circumstances of the levy referred to as “related tenancies” 
and an appropriate allowance for the development value paid for is made by an 
addition to either the Schedule 4 or Schedule 5 base value of the chargeable 
interest. 

2. The provisions regarding related tenancies are contained in Schedule 5 
Parts III and IV and regulations made under Schedule 6 Paragraph 12 (before 
Parliament at the time this memorandum was published). 

3. A “related tenancy” is defined as being: 

{a) a tenancy created out of the chargeable interest, or 

(6) a tenancy which, immediately before being granted or assigned to the 
levy-payer, derived from the chargeable interest, whether or not an inter- 
mediate interest existed at that time. (For example, if the chargeable 
owner had built up his interest in the relevant land by acquiring, first a 
subsisting lease in the land, second, an under-lease which had been 
created out of the lease, and third, the freehold reversion, his chargeable 
interest would be the freehold in possession and both the lease and the 
under-lease would be related tenancies. The acquisition of the freehold 
reversion would fall to be considered as the last relevant disposition of the 
chargeable interest — the freehold interest). 

(Schedule 5 paragraph 22(2) and the Regulations.) 

4. An addition for a related tenancy will be made in certain “circumstances” 
(see paragraph 5 below) where its acquisition, whether by way of grant or 
assignment, constitutes a relevant disposition. The normal Schedule 5 base 
value rules as to what constitutes a relevant disposition will apply. By the 
Regulations a “disposition” is to be taken to include the grant of the tenancy 
where the chargeable interest is a tenancy. 

5. The “circumstances” are that the related tenancy must have been granted 
or assigned to the levy-payer within the permitted time limits and that it had 
ceased to exist at the relevant date. The tenancy will have ceased to exist : — 

(a) “by merger on being assigned to him”, i.e. where the levy-payer already 
owned the superior interest out of which the tenancy had been created, or 

(. b ) “by merger after it was granted or assigned to him”, i.e. where the levy- 
payer had taken a tenancy or had taken an assignment of a tenancy and 
subsequently had acquired the interest out of which the tenancy had been 
created (Schedule 5 paragraph 22(1) and the Regulations). 

The consideration for the assignment of a related tenancy will, because of the 
definition in Schedule 6, paragraph 1(c), exclude the capital value of the rent 
and will be confined to the purchase price or to any premium or other matter 
to be taken into account in accordance with paragraph 1 of Schedule 6. Where 
the last relevant disposition of the related tenancy was the grant of that tenancy 
the Regulations provide that the consideration will comprise any premiums 
or other capital sums paid ; i.e. the capital value of the rent will be excluded. 

6. Where the related tenancy was acquired in the antecedent period the con- 
sideration given for it is to be added to the Schedule 4 or Schedule 5 base value 
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of the relevant interest. No attempt is made to ascertain how much of the con- 
sideration was attributable to development value. This follows the general 
pattern of Schedule 5 in that last relevant dispositions in the antecedent period 
are not adjusted for changes in current use value because of the difficulties of 
making retrospective valuations. 

7. Where a related tenancy was acquired after the 6th of April 1967 the 
consideration is reduced by the current use value found at the time when levy 
was assessed in respect of the disposition by which the related tenancy was 
obtained (the previous current use value). Where the last relevant disposition is 
taken to be the granting of the tenancy the “previous current use value” will be 
the current use value which the tenant could have claimed if there had been a 
chargeable act or event affecting the tenancy. This means that, after the transi- 
tional period, i.e. at some time in the future when both acquisitions and disposals 
have taken place after the 6th of April 1967, the levy-payer will only get an 
allowance in respect of development value which has already been paid for. 

8. The rule with regard to related tenancies is, of course, modified where an 
addition falls to be made to base value in Case B (the granting of a tenancy) ; 

T 

the allowance for the related tenancy is reduced by applying the formula. 

9. Where the relevant interest has been built up by the acquisition of more than 
one related tenancy each related tenancy will be dealt with separately and the 
allowances to be made in respect of them will be aggregated. 

10. It should be noted that an allowance for a related tenancy can also be 
given if it was acquired, not by the levy-payer but by a predecessor in title from 
whom he derived his interest other than for valuable consideration, e.g. by 
means of gift or inheritance. 

11 . For the purpose of assessing levy in Case C a tenancy which is assigned 
to the chargeable owner and merges in his interest within 6 years of the “start” 
of the project of material development may be treated as a related tenancy, if 
the assignment is for valuable consideration and constitutes an act for levy 
under Case A which is notified under Section 37. The assignment will be treated 
as the last relevant disposition and the “previous current use value” will be the 
current use value found at the time of that disposition. 

BETTERMENT LEVY AND ESTATE DUTY 

1. Sections 69, 70 and 71 and Schedule 7 of the Act provide that where estate 
duty has been paid in respect of development value which then becomes liable 
to levy because of the occurrence of a chargeable act or event, the amount of 
estate duty paid in respect of development value shall be deductible from the 
amount on which levy would otherwise be payable. 

2. Section 69 merely introduces the Schedule and Sections 70 and 71 deal with 
the procedure for obtaining the deduction. The circumstances in which the 
deduction can be made, and the method of its calculation, are contained in 
Schedule 7. 

3. Paragraphs 1 and 2 of the Schedule define the normal circumstances in 
which an allowance is to be made. These are that the death in respect of which 
estate duty was paid occurred not more than 6 years before the chargeable act 
or event; that the interest that passed on death— the dutiable interest — was the 
chargeable interest or an interest in part of the land to which that relates; that 
the chargeable owner did not buy the interest; that no allowance has been given 
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in respect of the same estate duty on any other assessment for levy and, by 
paragraph 2, that there is indeed an overlap between estate duty and levy. 

4 . Paragraph 3 provides that the allowance in respect of estate duty is made 
in the assessment for levy by a deduction from the top value, that is from the 
market value or from the consideration for the disposition or from the amount 
of compensation, thus leaving all the other provisions for assessing levy un- 
affected. Paragraph 4 ensures that on an assessment of levy under Case C where 
the developing owner holds only a contract to acquire an interest he does not 
qualify for an allowance at the expense of an owner who ought to receive it on 
the subsequent disposal. 

5. Part II of the Schedule is concerned with finding the amount of the allowance 
to be made. As explained above, the allowance is to be made in respect of the 
development value subject to levy which has also been subject to estate duty. 
Estate duty is paid on the principal value of land as found for estate duty 
purposes ; and therefore, in so far as levy is payable on a price for the land which 
exceeds that value, there is no estate duty to take into account on the excess. 
Further, while estate duty is taken in respect of the whole principal value of 
the land (subject to certain deductions), levy is only taken on part of that value, 
viz. the development value ; which is the amount by which the top value exceeds 
base value. The allowance given therefore is broadly calculated on the excess of 
the principal value for estate duty purposes over base value for levy purposes. 
For example, if the principal value for estate duty purposes of a freehold interest 
was £10,000 and later when levy came to be assessed base value was £4,000 but 
the market value then was £12,000, the overlap is the extent to which the 
principal value for estate duty purposes — the £10,000 — exceeded base value for 
levy purposes — the £4,000 — in other words £6,000. 

6. Paragraph 5 of the Schedule calls the value of the chargeable interest as 
found for the purposes of estate duty the gross principal value. This may have 
been settled as an individual item in determining estate duty but on the other 
hand, if the land is part only of the estate passing on death, gross principal 
value may have to be found afresh as an apportioned part of a figure which 
was settled in the course of assessing estate duty. 

7. As mentioned above, the allowance is given broadly in respect of the excess 
of gross principal value over base valueffor levy purposes. For the purposes of 
this Schedule the latter value is called the “modified value”. Paragraphs 6 to 10 
are concerned with defining this “modified value” which is a slight departure 
from the actual base value for the purpose of assessing levy. The differences are 
slight — primarily they amount to the exclusion of any allowance made in 
assessing levy for damage to other land because this, by increasing the base 
value and so decreasing the allowance, could, in some circumstances, have been 
unfair to the levy-payer by leading to an inadequate amount being found. 
Modified value is then deducted from gross principal value to leave what is 
defined in paragraph 11 as the “excess gross value”. This is the amount of 
development value which will be subject both to estate duty and levy and thus 
the allowance must be the amount of estate duty charged on it. 

8. One cannot, however, find the amount of estate duty payable merely by 
applying the rate of estate duty charged on the estate directly to this value. 
Estate duty in practice is charged only on the net amount after making allow- 
ances for a number of deductions and also after taking account of such provisions 
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as those giving relief for quick successions. The device used, therefore, is to 
find an effective rate of estate duty which takes account of all these factors. This 
effective rate is found as follows. First, under paragraphs 12 to 19 the net 
principal value, i.e. the value on which estate duty may fairly be said to have 
been charged, is ascertained. This is the gross principal value reduced by all 
the appropriate deductions for debts and other liabilities properly attributable 
to the dutiable interest and (under paragraphs 15 to 17) for capital gains tax 
paid in respect of the disposal of that interest deemed to be made on the death 
(a deduction found by applying the “top-slicing” principle, see paragraph 13 
of the note on capital gains tax and levy) adjusted (under paragraph 19) by 
making allowance for the reductions in estate duty made in respect of gifts 
arising in the five years before death. 

9 . Secondly, under paragraphs 20 to 22, the amount of duty attributable to 
that net principal value is found by ascertaining what duty would have been 
payable on that value if it had been payable at the rate at which it was in fact 
charged subject to certain adjustments in paragraph 20. This is converted into 
an effective rate of duty by expressing it as a percentage of the gross principal 
value. Under paragraph 24 the appropriate allowance is then the excess gross 
value multiplied by the effective rate of duty. 

10 . Part III of the Schedule is concerned with procedure, the starting point 
for which must be a claim from the chargeable owner. Where the Commission 
receive such a claim and they intend to serve a notice of assessment of levy they 
must apply to Inland Revenue for a certificate which will specify the gross 
principal value of the dutiable interest and the effective rate of duty. If, in 
arriving at the gross principal value, it has been necessary to apportion the value 
of a larger part of the estate embracing the chargeable interest, then under 
paragraph 27(2) the certificate must say so because under paragraph 29 this 
apportionment is a matter which if disputed can be referred to the Lands 
Tribunal. In the light of the information contained in the certificate the Com- 
mission must then calculate the appropriate allowance. 

IX. Under paragraph 25, the notice of claim for an appropriate allowance 
must be served on the Commission by the person liable to pay the levy before 
the notice of assessment becomes operative. In practice this means it must be 
served within two months of the service of the notice of assessment. 

12 . Section 70 provides that if, because of delay in settling an estate duty case, 
a certificate has not been obtained by the time that the Commission is ready 
to serve a notice of assessment for levy, the Commission can proceed to serve 
such a notice, have this settled if necessary by the Lands Tribunal and collect 
levy without waiting for the certificate. Section 71 provides that a person 
receiving a copy of the certificate after a notice of assessment of levy has become 
operative can apply for relief in the same way as he would apply for relief 
under Section 54 where he discovered a mistake of fact. If after a certificate 
has been issued it becomes necessary to issue a revised certificate which means 
that less allowance ought to have been made, the Commission can recover the 
extra levy by applying the provisions of Section 55. 

13 . It is possible, where land is held under a trust, for estate duty to be leviable 
on the value of an interest in land without necessarily being leviable in respecl 
of the passing of the legal estate in the land which is the chargeable interest foi 
levy. The provisions of the Schedule would not apply in these circumstances 
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the antecedent period. (If base value is found under Schedule 4 allowance is 
made for the full current use value at the time of assessment. There is thus no 
overlap with a Schedule 4 base). The conditions setting out this case are in 
paragraph 3 of the Schedule. 

5. If someone bought land during the interim period at a price including 
development value in circumstances where he was unable to start development 
before the 6th of April 1967, then on a chargeable act or event occurring after 
that day he would be liable for levy on development value which he has already 
paid for. In these circumstances it is possible that an individual paying levy will 
also at the same time be paying capital gains tax on increases in current use 
value occurring since the 6th of April 1965 or since he bought the land. Para- 
graph 4 of Schedule 8 allows the levy-payer to offset the amount of capital gains 
tax paid against the principal amount of levy. 

6. It is possible for the relevant land to comprise several parcels of land each 
with a different history, some of which would be eligible for deductions under 
one or other of the two heads described. Paragraphs 5 and 6 deal with this 
problem while paragraphs 7 and 8 provide for making the appropriate deduc- 
tions in all these cases. 

7. The third set of circumstances calling for treatment derives from occasions 
where levy becomes chargeable on an increase in development value, part of 
which increase will have already borne capital gains tax. This can happen 
where capital gains tax has become payable on certain events which occur 
before the first appointed day when no levy is payable. These are all occasions 
where no consideration is paid but capital gains tax is payable on the disposal 
deemed to be made at full market value. Accordingly, where tax becomes 
payable on one of these events between 6th April 1965 and 5th April 1967, it 
may have been charged on development value which would subsequently 
become liable for levy. Paragraphs 11, 12 and 13 set out the three types of event 
for which provision needs to be made, namely gifts, disposals deemed to take 
place on death, and certain disposals deemed to take place in relation to settled 
property. Paragraphs 9 and 10 of the Schedule ensure that the past deemed 
disposal for capital gains tax purposes relates to the same interest in land as the 
chargeable act or event which attracts levy. Paragraph 14 looks after the circum- 
stances where the past disposal related only to part of the relevant land and 
paragraph 16 ensures that, where the developing owner is under contract to 
acquire an interest which has not yet been conveyed to him, the proper allowance 
is made to the owner of the interest when levy is assessed on the subsequent 
conveyance and not on the assessment for levy under Case C. 

8. Part III of the Schedule is concerned with the calculation of the amount of 
the appropriate deduction. Paragraph 16 provides that the deduction for capital 
gains tax is made directly from the amount of levy otherwise payable and that if 
two or more deductions are appropriate they can all be made. Paragraph 17 
gives some definitions for the purpose of the Schedule. 

9. It is necessary to set out rules for finding how much capital gains tax should 
be allowed because tax is not chargeable uniformly at a fixed rate on any 
chargeable gain. Thus for example if the gain falls below certain limits it may 
be chargeable by reference to income tax and surtax rates; on the other hand it 
may not in fact be chargeable within the year in question because of allowance 
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for losses from previous years; or else it may not be chargeable in the year in 
question because, by the application of the “roll over” provisions, liability for 
tax may be postponed until some future occasion. Two main principles have 
been followed. The first is to adopt what is commonly called “the top slice of 
income principle.” Very briefly this assumes that the particular gain to be taken 
into account is the last gain to have been made in the year of assessment, i.e. 
the gain on which the highest rate of tax is payable. The second is to allow for 
capital gains tax which would have been chargeable even though it is not 
chargeable in the year in question because of the application of one of the 
provisions mentioned in the definition of “the assumed tax condition” in 
paragraph 34. These all provide for the charge on a gain to be postponed until 
some future occasion. 

10 . The basic formula for giving effect to the top slicing principle is contained 
in paragraph 19 for the case which is uncomplicated by the need to deal with 
the notional chargeable gains arising under the second principle. 

11 . Normally a deduction for capital gains tax chargeable in respect of a gift 
or death etc. can arise only where such an event has not been followed by a 
disposition before the chargeable act or event which leads to the claim for 
deduction. The significant overlap would normally be an overlap between levy 
and tax on development value. However, where, on the assessment, base value 
is derived under Schedule 5, or would have been derived under that schedule if 
the last disposition had not occurred in the interim period, there may be a 
deduction to be made for capital gains tax on the gain in current use value 
realized on the occasion of the chargeable act or event now subject to levy. The 
gain subject to tax on that occasion will be only that which has arisen since the 
death or gift etc. — the last occasion for tax whereas the gain for which relief 
should be given should include also that which arose between the last disposition 
before the death and the death in so far as that is liable to tax. This is achieved 
by allowing, in such cases, a deduction corresponding to the tax on the total 
gain that was realized at death and not just the gain on development value. 
The cases where the allowance is limited to development value are dealt with 
by paragraph 20 which defines the gains for which an allowance is to be made 
as those which would not have accrued if the gains had been limited to the 
increase (if any) in the current use value of the chargeable interest. Paragraph 18 
provides that current use value is found on the same basis as for the other 
provisions in the Act. 

12. Paragraphs 21 and 22 repeat the formulae of paragraphs 19 and 20 with 
adaptations to take account of gains which, because of the provisions referred 
to in paragraph 34, are not actually chargeable to tax in the year in question. 
Paragraph 23 copes with the situation where the deduction falls to be made in 
relation to part only of the relevant land or the deduction needs to be calculated 
on different bases for separate parts of the relevant land. 

13. A complication arises where a taxpayer has been assessed to tax in respect 
of more than one chargeable gain during a year of assessment and each falls to 
be taken into account on a separate assessment for levy. This is dealt with by 
treating the gain which has to be taken into account on the first assessment for 
levy as having been paid out of the highest slice of income and as having there- 
fore borne the highest rate of tax, the gain which is taken into account on the 
next assessment as having been paid out of the next highest slice and as having 
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therefore borne tax at the next highest rate, and so on. This is done by para- 
graph 24. 

14. Part IV of the schedule is concerned with procedure and this is linked 
with Sections 70 and 71. Briefly it provides for the issue by the appropriate 
Inspector of Taxes of a certificate of the amount of capital gains tax which 
should be set off. The Commission must ask for such a certificate either where 
it appears to them that one would be appropriate or where the chargeable 
owner claims that he would be entitled to a deduction. In practice, in cases 
falling under Part I of the schedule, the Commission will know whether the 
relevant conditions are satisfied but in those arising under Part II it is only the 
owner who will be able to say whether he obtained his title to the land in any 
of the ways specified. The levy-payer will receive a copy of the certificate and of 
the application upon which it is based and will be able to challenge the certi- 
ficate if it was applied for on the wrong basis. Given the basis for the certificate 
the amount of capital gains tax allowable, in so far as it is not subject to appeal 
in determining liability under the Finance Acts, is almost entirely arithmetic 
and therefore the Inspector’s certificate is conclusive. 

15. Where the chargeable owner applies for a certificate, he must do so before 
the Notice of Assessment becomes operative— in practice, therefore, the claim 
for a certificate must be made within two months of service of the Notice. 

16. Section 70 provides that if, because of delay in settling a tax assessment, a 
certificate has not been obtained by the time that the Commission is ready to 
serve a notice of assessment for levy, the Commission can proceed to serve such 
a notice, have this settled by the Lands Tribunal and collect levy without waiting 
for the certificate. Section 71 provides that a person receiving a copy of the 
certificate after a notice of assessment of levy has become operative can apply 
for relief in the same way as he would apply for relief under Section 54 where 
he discovered a mistake of fact. If after a certificate has been issued it becomes 
necessary because of a subsequent change in the assessment to tax for the 
Inspector to issue a revised certificate which means that less allowance ought to 
have been made, the Commission can recover the extra levy by applying the 
provisions of Section 55. 

CREDITS CARRIED FORWARD 

Schedule 11. 

1. As a rule, in a levy calculation, a result showing a negative development 
value will be treated as nil. For example, if land possessing development value 
is purchased for £10,000 and due to changes in the locality, the development 
value falls and the land is eventually resold for £9,000, the fact that the 
Schedule 5 base value exceeds the market value does not set up a negative 
development value which can be set off against a future liability to levy. Thus, 
betterment levy does not follow the capital gains tax principle by which losses 
are allowed to be carried forward and set off against capital gains made in the 
future. 

2. However, three situations arise in which account is taken of negative 
development value. These are : 

(a) where a chargeable act or event has arisen in respect of a project of 
material development and 

(i) the event is notified as required by the Act, and 
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(ii) the appropriate base value is a Schedule 5 base value. 

In this event, if the market value for Case C is less than the Schedule 5 
base value plus any allowance for expenditure, the negative net develop- 
ment value will be designated as a “Credit carried forward to a subsequent 
chargeable act or event” (Schedule 11 paragraph 2). 

This is most likely to happen where, pending major redevelopment, 
an interim redevelopment is carried out, and the developer is not able to 
utilize at that stage the full amount of the development value for which 
he has already paid. 

( b ) where a chargeable act or event has arisen within Case D, Case E or Case F 
and the event is duly notified as required by the Act. 

In this event, if the “appropriate deduction” is greater than the com- 
pensation in Case D or Case F or the consideration for the disposition in 
Case E or Case F then the negative net development value will be desig- 
nated as a “credit carried forward to a subsequent chargeable act or 
event” (Schedule 11 paragraphs 3 and 15). 

Unless special provision for a credit were made, the owner of the 
chargeable interest would be unable to make full use of any development 
value he had already paid for. 

(c) where a chargeable act or event has arisen in respect of a compulsory 
acquisition by or a sale to an authority possessing compulsory purchase 
powers and the compensation or purchase price either includes a payment 
for injurious affection or severance, or has been reduced by reason of a 
set-off for betterment, and notification to that effect falls to be made under 
Schedule 9 paragraph 11 and/or paragraph 12 (Schedule 11 paragraph 4). 

The method of dealing with and the need for allowing a credit are as 
in (6) above. 

3. Where a credit arises in the cases referred to in paragraph 2 above, a 
Schedule 5 base value will not be available for any subsequent chargeable act 
or event relating to the relevant interest out of which the credit arose. 

4 . The credit is used by setting it off against levy arising on future chargeable 
acts or events relating to the whole or part of the relevant land out of which the 
credit arose. In the case of a credit arising from a compulsory acquisition or a 
sale to an authority possessing compulsory purchase powers this can also apply 
to any land which gave rise to a set-off for betterment. 

The credit is not tied to any particular part of the “credit” land and can be 
utilized until exhausted. In other words, it need not be regarded as spread 
rateably over that land but as an amount which can be set off against any 
future liability to levy on any part of it. Schedule 11 paragraph 5(1) and (2) 
contain the appropriate provisions in respect of cases under (a) and ( b ) in 
paragraph 2 above. 

Schedule 11 paragraph 5(3) contains similar provisions in respect of cases 
arising under (c). 

5 . The credit operates to reduce or extinguish the net development value 
on the subsequent chargeable act or event. If the credit exceeds the net develop- 
ment value, any balance is carried forward to any further chargeable act or 
event (Schedule 11 paragraphs 8, 9, 10 and 11). 

6. At the time of a subsequent chargeable act or event, if there is a credit 
carried forward from Case D, Case F or Case E, the levy-payer may have as base 
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value either eleven-tenths of the current use value with no credit or the current 
use value plus the credit. 

This is because in arriving at the credit, the base value will have been either a 
Schedule 5 base value allowing for development value already paid for or a 
Schedule 4 base value including the additional one-tenth of current use value 
which should not therefore be allowed again. 

Where part only of the land the subject of the subsequent chargeable act or 
event carries the credit, the base value for that part will be calculated as above. 
The base value for the part of the land in respect of which there is no credit will 
either be a Schedule 5 base value or a base value of eleven-tenths of the current 
use value (Schedule 11 paragraphs 13 and 14). 

7. The credit is not transferred when the relevant interest to which the credit 
is attached is sold for valuable consideration, but it can devolve by a voluntary 
disposition or inheritance (Schedule 1 1 paragraphs 6 and 7). 

REGIONAL OFFICES OF THE LAND COMMISSION 

Northern Regional Office 

Cumberland, Westmorland, Northumberland, Durham, Yorkshire (North 
Riding). 

Warwick House, 

Grantham Road, 

Jesmond, 

Newcastle upon Tyne 2. 

Newcastle upon Tyne (0632) 25161. 

North-Western Regional Office 

Lancashire, Cheshire, High Peak District of Derbyshire. 

Aldine House, 

West Riverside, 

Salford 3, 

Lancs. 

Manchester Deansgate (061-832) 9571. 

Yorkshire and Humberside Regional Office 

Yorkshire (East and West Ridings), Lincolnshire (Lindsey). 

Until June, 1967 
Park House, 

St. Paul’s Street, 

Leeds 1. 

From June, 1967 
Royal Exchange House 
City Square, 

Leeds 1. 

Leeds (0532) 38133 (both addresses). 

East Midlands Regional Office 

Lincolnshire (Kesteven) and Lincolnshire (Holland), Rutland, Leicestershire, 
Nottinghamshire, Northamptonshire, Derbyshire (except High Peak District). 
Birkbeck House, 

Trinity Square, 

Nottingham. 

Nottingham (0602) 45511. 



51 



Printed image digitised by the University of Southampton Library Digitisation Unit 



West Midlands Regional Office 

Shropshire, Herefordshire, Staffordshire, Worcestershire, Warwickshire 

Until June, 1967 

4th floor, Cumberland House, 

200 Broad Street, 

Birmingham 15. 

Birmingham Midland (021-643) 5011. 

From June, 1967 
Auchinleck House, 

Five Ways Centre, 

152 Broad Street, 

Birmingham 15. 

Midland (021-643) 9933. 



Eastern Regional Office 

Noifolk, East and West Suffolk, Huntingdonshire, 
Isle of Ely), Bedfordshire, Hertfordshire, Essex. 
Greyfrairs, 

Ipswich, Suffolk. 

Until June, 1967 
Ipswich (0473) 58461. 



Cambridgeshire (including 



London and South-Eastern Regional Office 
Greater London, Surrey, Kent, East Sussex. 
Concord House, 

454/458 London Road, 

Croydon, Surrey. 

Thornton Heath (01-684) 0071. 



Southern Regional Office 

Weld Sussex Buckmghamshire ’ Berk shire, Hampshire (including Isle of Wight), 

Forbury House (East Wing), 

The Forbury, 

Reading, Berks. 

Reading (0734) 40321. 



South-Western Regional Office 

Cornwall, Devon, Dorset, Somerset, Gloucestershire, Wiltshire 
Bridge House, 

Clifton Down, 

Bristol 8. 

Bristol (0272) 32231. 

Wales Regional Office 

Wales (including Monmouthshire). 

Ty Glas Avenue, 

Llanishen, 

Cardiff. 

Cardiff (0222) 753261. 
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